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UNITED STATES FOREIGN-AID PROGRAMS IN EUROPE 


MONDAY, JULY 9, 1951, 9:30 A. M. 


SUBCOMMITTEE OF THE COMMITTEE ON ForEIGN 
RELATIONS ON UNtrep States Economic aNpD 
Miuitary Assistance To Free Evrorr, 
SuPpREME Heap@uarters, ALLIED Powers, Evropr (SHAPE), 
Hotel Astoria, Paris, France. 

Present at the hearing were Senator Theodore Francis Green, chair- 
man of the subcommittee, and Senators McMahon, Sparkman, Gil- 
lette, Wiley, Smith of New Jersey, Hickenlooper, and Brewster. 

Also present at the meeting were Francis O. Wilcox, chief of staff, 
and Carl Marcy, staff associate, Senate Foreign Relations Commit- 
tee; Assistant Secretary of State Jack McFall, and Horace Smith, State 
Department Senate liaison officer; Col. Wade M. Fleisher, Defense 
Department escort officer, Mr. Nathaniel H. Goodrich, assistant gen- 
eral counsel, Department of Defense, and Col. Lyal C. Metheny, 
United States Army. 


STATEMENT BY GEN. ALFRED M. GRUENTHER, CHIEF OF STAFF, 
SUPREME HEADQUARTERS, ALLIED POWERS, EUROPE 


ORGANIZATIONAL STRUCTURE 


General GrurnrHeR. Mr. Chairman, gentlemen, we are delighted 
to welcome you to SHAPE this morning and to go over with you a 
program which will involve giving you briefly the organizational 
set-up, some of the strategic concepts that are involved in the military 
side, and then some general observations on our difiiculties. As you 
know, the American position in Europe is handled on this side by 
what is called the European Conndinatien Committee consisting of 
Ambassador Spofford, Ambassador Katz, and General Handy. That 
group works through the corresponding people in Washington, and 
has a very close tie-in with General Eisenhower here. This chart 
shows the international agencies, with the groups in permanent ses- 
sion outlined in red, and those meeting periodically shown here | indi- 
cating on charts]. The last time the Council met was in Brussels 
last December. This group, the Deputies, are in constant session in 
London; Ambassador Spofford is the American representative, and 
Chairman of that group. The subordinate organizational structure 
roughly divides itself into the military, the production, and the finan- 
cial side. The military has the Standing Group, which is in constant 
session in Washington, consisting of the United States, United King- 
dom, and French representatives. Then there are the subordinate 
command structures, but the only one which has been set up at present 
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is that of General Eisenhower. There are two others under contem- 
plation, one being the North Atlantic Ocean area, and the other being 
the Mediterranean. So, if those two are set up, you would have three 
subordinate military structures. In this group, the Defense Produc- 
tion Board, you have, as the American representative, Mr. Batt. It 
consists of the 12 representatives of the NATO countries, and they 
deal, as the title indicates, with the question of allocation of production 
load and other production problems. ‘They have as an international 
staff a group headed by Mr. Herod. You'll be told of the functions 
of that o ‘oup later: so I will not go into it now. Financial and eco 
nomic questions are handled by the Finance and Economie Board, 
which has Ambassador Wood as the United States member. 


SET-UP FOR ELISENHOWER'S HEADQUARTERS 


Now. when we move to the military side, we come to this set-up for 
General Eisenhower's headquarters. We have for General Eisenhower's 
headquarters three main areas—the Northern Area, the Central Area, 
and the Southern Area—which are shown generally on this map. 
The Northern Area is the area north of the green line | indicating |. 
Now, the command set-up is this: In Oslo for the Northern Area we 
have ie Brind, who is the unified commander and has under 
him Army, Navy, and Air commanders as shown on this chart. The 
United States commander is General Taylor, who has the Air Com- 
mand. There is a similar set-up in the south; there we have the 
Southern Command under Admiral Carney with an Army, Navy, and 
Air commander, the air commander being a United States officer, 
Greneral Schlatter. 

The Central Sector here | pointing | is the key sector and is directly 
under General Eisenhower. He has these three subordinate commands 
which are shown in the three red blocks in the center here—the Army, 
Navy, and the Air, with General Juin being the Army comm: ander, 
General Norstad the Air commander, and Admiral Jyuji ard the naval 
commander. It is essentially an Army and Air command. But vou 
will notice there is no single commander for the Central Area as there 
is for the north and south. Note particularly that it is directly under 
General Eisenhower. General Eisenhower felt it was more appro- 
priate to set it up this Way. 


ADMINISTRATIVE SET-UP OF SHAPE 


eroving to the organization of the headquarters itself, note this 
chart | pointing]. My purpose is not to bore you with the intricate 
details of how a he: adqui urters is set up, but simply to stress one point : 
This headquarters is an integrated headquarters whereby an alloca- 
tion has been made of certain key positions to certain nationalities; 
but General Eisenhower has made it very clear that these people are 
all one nation as far as the headquarters is concerned, and that they 
are not here to make representation of any national point of view. 
And with that in mind he has set up here three deputies. Field 
Marshal Montgomery is the Deputy Supreme Commander; Air Chief 
Marshal Saunders, British, is the Air Deputy; and Vice Admiral 
Lemonnier, French, is the Naval Deputy. Then, in the headquarters 
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itself, he has various positions which have been allocated to the various 
nations based on the availability of the man who can 7 the particular 
task—an Italian here, on the General Staff side of it, is the personnel 
man: a Britisher, the Intelligence: Beoioaion ¢ and Training is a 
Britisher; a French Air officer has the Plans and Operations; and 
an American has the Logistics Division. 

About half of the officers in the headquarters are American. There 
are in the headquarters today 221 officers. We are moving to a ceiling 
of about 240, and when we have the 240 officers there will be about 
105 Americans; about 50 Britishers: about 40 French: 17 Italians: 
14 Belgians; 10 Dutch; and so on down to finally the Luxemburgers, 
who will have 1 officer. 


PROBLEM OF LANGUAGI 


Now, we make no pretext here that the staff is functioning com 


pletely yet. It has made very excellent progress. We have had very 
fine cooperation from the nations, and the officers which have been 
made available are very excellent ones. They naturally come with 
different points of view, and with different doctrines. There has 


been a certain preliminary period where we have had to get them 
together, and we are very well satisfied with the progress that they 
are making. We don’t mean to Say it is a col uplete ly efficient st: aff 
organization yet, because you have, for one thing, a question of 
language alone. There are very few Frenchmen who speak English. 
So, we have English classes for them: and for ou people, the United 
States and United Kingdom people who don't speak French ve ry we i, 
we have French classes. There are about 120 officers going to I rench 
class all the time in an endeavor to solve this language problem. 

We have been very suceesstul, we think, in one point : The fact that 
there is rarely a stall officer who presents a purely national point of 
view. That particular point we have been very successful in over- 
coming. In order that the national point of view can be property 
represented, we have here represe nite itives of the nations which have 
troops under General Eise nhower’s command, and they present their 
own national point of view. General Biddle, an American, is in 
charge of this group of national representatives. 

The staff, we think, has confidence in itself, and we think it is in- 
spiring confidence in the subordinate commands and in the nations 
which contribute to the force. And, if we can accomplish that, we 
think we shall have done a very excellent job, because some of the 
problems facing us are very difficult ones. | Section deleted. | 


EMERGENCY AND LONGER-TERM PLANS 


Our problem resolves itself into two phases. We have what we call 
an emergency period, and we are working out what we refer to as 
an emergency plan. That is the type of plan we would put into opera- 
tion if the balloon went up now. Obviously it is a defensive type. 

Then we move inte the second phase, which we are also working on 
now, and that is the eventual plan we want to have. The new plan— 
the longer-term plan—is the one that we refer to as an advance type 
of strategy. 
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In summary, then, we are working on two types of plans. First, 
the emergency plan, which is what do we do with what we have now. 


Secondly, the longer-term plan, based on an advance type of strategy. 
[Section deleted. | 


COMPARING NATIONAL CONTRIBUTIONS OF TROOPS 


Senator Brewsrer. We would like to get the most complete informa- 
tion you can give us, because there has been a very widespread notion 
developing in the States that we have done a great deal more in mobi- 
lizing our manpower than they have over here. I have seen figures 
indicating that we have put a million and a half men under arms, 
and they have put only a million. How accurate those statements 
are or how bad a comparison, I don’t know. But whatever you can 
give us on that will be helpful; that is why I think Senator Green 
asked the question about July 1. Before coming over here, the 
State Department gave us December 1950. Well, that is very different 
from June 1951. I think whatever you can give us will help us out, 
because we are going to have quite an argument in the next month 
or two on that. 

General GrureNTHER. On that point, Senator Brewster, you are go- 
ing to have conferences with the various country teams, with Am- 
bassador Bruce, and the European Coordinating Committee. They 
are going to try to tackle just that sort of problem. Then, when you 
get back here, roughly two weeks from now, we shall try to answer 
the questions which are still in your mind. 

Senator Brewster. Will there bea summary? After all, we'll prob- 
ably need time to figure this out locally. We have to depend on you 
to give us the picture as to what we have to defend—the over-all 
picture on what you have today. 

Senator Green. That is far more important than these other two. 

General GruENTHER. We'll get you all the information which is 
available. 

Senator Green. I would like to touch upon the argument Senator 
Brewster has made. At home they will say, “If we have contributed 
so much more in the past year, why will the percentage not be the 
same ¢” 

General GrcueNtHER. We hope that by the time you have had these 
other discussions you will see some reasons why the increase up to 
June of 1951 probably has not gone as fast as the increase in the United 
States, and you will see put to you some rather perplexing problems 
as to the degree with which countries should be puchied now into in- 
creased effort. There is such a thing as getting to the point of dimin- 
ishing returns. And you are going to have some of those problems put 
to you. I don’t say that the answers are going to be put, but you will 
see that it isn’t exactly a plain black and a plain white. 

Senator Gremn. Well, when we come back we hope you will have 
the answers as nearly as possible. 

General GrueNTHER. We will have those. 

Senator Brewster. In the first place, 1 think there should be com- 
plete frankness on what actually exists and how it compares; not the 
alibis, the reasons why they haven’t done more, and so on. We have 
got to have the best story we can get. 
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General GRUENTHER. Yes, si 

Senator Brewster. Yes; it’s got to be good, because America has 
been saturated with this idea that France will provide and that others 
will provide and that they are not just kidding us along. Those are the 
questions we have got to follow up. 

Senator Green. The point is not only to Insp re the people of 
Europe but to inspire the people of the United States of America. 

General Grurnruer. Yes, sir: I understand your pomt, and we 
will have that information for you, Senator. 

Senator Witey. Tell us about the airplanes. 

| Section deleted. | 

General Ersennower. Norstad will talk to you and give you the 
details on that. 


INFRASTRUCTURE PROBLEM 


(veneral GrurentTuer. The thing we are pushing very hard for is the 
bases for fighters here, because the thing that is going to inspire con- 
fidence here is some kind of shield which will pre vent this attack 
from ever developing. If you try to do it by divisions alone, you have 
the problem that they can always outman us in divisions, with the big 
edge they've got in being able to launch the surprise attack. So, we 
are very strongly pushing the question of getting fighter bases in here 
to be able to give support to the ground forces and to be able to fight 
the air battle. Now, that presents another great difficulty: a difficulty 
you are going to hear about, and that is the infrastructure problem. 
Infrastructure is the French word which deals, generally speaking, in 
French civilian practice, with the overhead for railroads. Thus, a 
roundhouse would be a part of infrastructure. They adapted it for 
military te rminology so that it includes the logistic installations, the 
signal communicatons, the arfields, the depots, and so forth. Now, 
the infrastructure backing for this force that we are talking about is 
going to be tremendous. In the airfield part alone it is going to involve 
a great interference with the economy of these countries. The lands 
that we use for airfields is all excellent land. ‘That is a very significant 
part in the economy of the country. It represents a great political 
problem. We have had considerable difficulty in solving that, because 
some of these bases are going to be in France. But we think that we 


see signs of excellent cooperation in getting these bases. But it is a 
problem economically and it is a great problem financially. These 


bases are going to cost a great amount of money. And I am talking 
now about the fighter bases. 

Senator Brewster. This suggests a Maginot line. 

General GRuENTHER. I wouldn't think so: no, sir. 

Senator Brewster. | mean you speak as if this were a defensive 
operation based on this ground arrangement. 

General Gruentuer. Well, I should clarify this then, Senator. 
In what we are doing here, we do not feel at all that we have a 
Maginot-line complexion developing. We are trying to build up a 
force so strong here that the prospects of a successful aggressive move 
on the part of the Soviets will be very slight, and therefore the opera- 
tion will never take place. The Soviets are going to have, always, 
the initiative—in that we are not going to declare war on them and 
they will not declare war on us—they will launch an attack, if they 
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do it at all, and it will bea surpr ise attack at a time of their own choos- 
ing. We are therefore envisaging that initi: ally we are going to have 
2 be on the defensive. We do not envisage that a defensive war will 


be the type of war that is going to be fought, but initially we are going 
to be on the defensive. 


So, by means of these strong ground fore es, 
with overwhelming air 


support, we hope to be able to make that sur- 


prise attack an unprofitable attack, and therefore one which will not 
take place. 


PLANS IN EVENT OF SOVIET AGGRESSION 


Senator Wirry. How would you meet an airborne attack if you 


do have these bases s along here, this Maginot line by isiness, as Senator 
Brewster called it / 


General GruentuerR. Of course, if the Soviets were to make an air 


drop of, let’s say, several brigades of airborne troops, you have the 
ground defense troops of France—the troops which France is organiz 
ing and which they call area defense troops—which are attempting 
to deal with just that sort of problem. Of course, the Soviets cannot 
do everything. They cannot just storm everywhere: they cannot have 
good logistics everywhere and still be dropping airborne troops over. 
If you recall in the last war, it is a ve ry difficult operation. I served 
in the Italian theater and we spent the whole war planning airborne 
moves which we were never able to execute. General Eisenhower 
spent a part of the war planning them. He executed a couple of them; 
one of them extremely successful and very effective in this area. But 
airborne operations are still going to be a very tricky deal, so the 
advantages are not entirely on the side of the Soviets. 
General E1rsennower. The best defense is the fighter airplane. 


INFRASTRUCTURE PROGRAM COSTS 


Senator Witey. You said something about expenses, which is one of 
the reasons we're over here. The $8 billion is going to be very 
pensive. What do you estimate the expense of that is? 

General GruentHer. We don’t have a figure now to estimate the 
expense of this. But General Norstad’s headquarters has made a very 
rough calculation on the airfield part of this infrastructure program. 
You see, there will be three general parts of the infrastructure pro- 
gram: the airfield part, the communications part, and the depots, and 
similar installations. Their headquarters has made an estimate but 
that has not been reviewed by this headquarters yet. Now, the signal 
communications involve many serious matters. By that I mean the 
communications channels in this area, for ordinary commercial pur- 
poses, are not such as to give us satisfactory communications systems. 
Since we are going to have air bases in here, it is extremely important 
that you have communications. 


ex- 


The question then arises as to how 
many of those communications are going to be necessary. If you build 
them in time of peace and use them commercially in time of peace, 
then in war they would be taken over by the milttary for defense 
purposes. That raises the perplexing problem as to who should bear 
the cost of those, when there is a substantial commercial interest in 
time of peace, and an overwhelming military interest in time of war. 
What are the rights and wrongs as to who should pay for that? As 
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for the depots to support the supply installations, we don't even have 
an order of magnitute to be able to state at this time. It is one of the 
things our staff is working on, but we are working with a very small 
staff here, and we just haven't gotten to that problem vet. 

Senator SmMirH. Suppose there was a sudden big Russian push and 
they took over there in that area—what are your reserve plans, then 4 
Where would you put your planes / 

General Grvuentuer. Well, to carry it a bit further, Senator, let’s 
sav they took over Western Europe, then you would have the question 
of fighting a war of liberation. You've got anothe ‘r type of Normandy 
landing, or whatever type of operation is going to take place there. 
And it is that fear that so predominated Europe 2 years ago that they 
just would have no part of this. We agree whole he artedly with them 
because it would certainly not be in our own or their interest to have 
another occupation. We think that fear is gradually disappearing. 
We think there has been a very definite uprise in morale. There has 
been a definite rise in defense strength, and we think as the strength 
makes that kind of operation more unlikely, morale will increase, 
which in turn will keep the evele going, and prevent that from ever 
happening. The situation you have envisaged is tough. And worse 
vet, the potential of Europe—the economic potential of Europe, the 
Ruhr area and other areas, added to what the Soviets have, would 
be tremendous. Even if we destroyed the Soviets with atmoice bombs— 
it still would give them a replacement potential which is almost as big 
and probably a little larger, than they lost. So, to carry that one 
throngh, you have had it, and you have had the prospects of an ex- 
tremely long war. 

Senator Gitterre. General, you have suggested that 
next 5 months there will be a substantial increase 
Where are they expected to come from 4 

General Gruentuer. There will be some coming from the United 
States, Senator Gillette, and the Europe ans themselves are in the 
process of organizing additional units which, for the most part, will 
be equipped with British and American planes. The exact number 
coming over from the United States under present plans. I do not 
recall. 

[Section deleted. | 


within the 
in combat aircraft. 


COMPARING AMERICAN AND ENGLISH CONTRIBUTIONS 


Senator Green. General, there is one fundamental question I would 
like to ask in view of such an action as this: The contribution that 
Great Britain is making seems to be relatively small compared to the 
Unted States. Is that correct ? 

General Gruentuer. The British, sir, have a program. a defense 
program for the next 3 years amounting to 4,700,000,000 pounds. 
You will hear that program discussed in terms of the capabilities of 
the British. Our impression here, and we are by no means experts 
in the field. is that the British are full out, and there is very, very 
little fat left in the British economic system that can call for their 
meeting anything more in that program. You are going to have 
experts discuss that with you who can do a much better job than I. 
I am just giving you a general impression. 
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Senator Green. My question on that is, Are you distinguishing 
between Great Britain and the British Empire ? 

General GruenrHer. It is Great Britain. The 4,700,000,000 pounds 
is a United Kingdom program. 

Senator Witry. Now, if the United States has a big interest over- 
seas, and oversubscribes, why shouldn’t the British Empire do the 
same ¢ 

General GruentHer. Some of the elements of the British Empire 
are actually doing that. Canada, for example, is making a contribu- 
tion to this that is not included in the 4,700,000,000, 

Senator Winey. That is part of my question. Are there other con- 
tributions that might be made, and if they are made, would they 
change your figures? | Section deleted. | 


THE PROBLEM FROM A GLOBAL STANDPOINT 


Senator Green. Yes, but you should look at both sides from a global 
standpoint. You must estimate all the power that Soviet Russia 
and the satellites have on one side, and all that the other powers 
have on the other. 

General GrueENTHER. You are absolutely correct. It must be con- 
sidered as a global problem. We in this sphere, of course, have always 
tried to keep a global picture. We don’t have all of the answers by 
any means for the global side. But we know, generally speaking, 
what the other nations are doing. We follow, for example, what the 
French are doing in Indochina because there is a case where troops 
which might be used here, are fighting in Indochina. It raises the 
question: should they be there, or here? [Section deleted. | 

General Grurenrner. With respect to Senator Wiley’s question I 
don’t think that I can throw much more light on this particular phase 
of it, Senator, because 1 don’t know all of these commitments on the 
part of British Commonwealth nations in other parts of the world. 
But I am sure W hen you go to England, since you have raised the case 
with respect to England, you can get the answer. 

Senator Green. These questions will be asked us at home, because 
we have commitments across the Pacific, as well as across the Atlantic. 

General Grurntuer. Well, we will try to have further information 
on that when you come back, sir, if you do not receive the answers 
to it when you go to the United Kingdom. 


LOCATING EQUIPMENT STOCKPILES 


Senator Brewster. One of the elementary questions that the ama- 
teur strategists in America raise is this matter of having a whole lot 
of material and equipment in France. Let’s say that within the next 
vear or two there is an attack. To what extent is England, which is 
most secure, capable of serving as a reserve base so that we haven’t 
got all our eggs in one basket in France over here. When I think of 
that I think also of Greece, Turkey, and Spain, those areas. 

General GrueNnruer. If you came, Senator Brewster, to the ques- 
tion of stockpiling, I think that would be a very appropriate question. 
The equipment that is coming now is actually being used for troops 
in the field. So, the question of shipping any of that equipment here 
and stockpiling it is quite premature. When we reach the point of 
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having satisfied the demands of the troops that are in being, it may 
be that the question of putting some reserve equipment there “on ! 
be appropriate. I would say this, though, on the other side of 
we have to be able to have that equipment in a pree where thone 
reserve divisions can get to it quickly and can get up and stop this 
push. If it is in England with a water ship ping problem, you are 
going to have a very difficult time getting it where we need it on the 
Continent. {Section deleted. | 


STAFF CONFIDENCE IN NATO 


General Grurnruer. I think that now you probably will be more 
interested in hearing what General Eisenhower has to say. I would 
just like to close with one statement. From the standpoint of this 
staff, which has been working on all these problems, we very definitely 
have confidence in what we are doing and in the ultimate success of 
this project. We believe that it is going to succeed. We see tre 
mendous difficulties; we are confronted with frustration, very irri- 
tating frustration every day. But we think that the rearmament 
program is proceeding, and that in a period of 1 year to 18 months 
we are going to have a very substantial element of strength to add 
to this estimated requirement; and that we are very definitely going 
to meet with success. 

Senator Smiru. How far will the estimated 814 billion we are 
talking about carry on that estimated requirement ¢ 

General GRUENTHER. It doesn’t cover it all. Later, when we discuss 
the military assistance program, we will show you just exactly what 
part it covers. [Section deleted. | 

General GruenTuHeR. We will show you specifically in detail what 
that covers when we discuss the military assistance program. 

Senator Smrru. Will you show us the calendar, too, about when 
you expect those things to come inf I want a calendar of the funds 
required, 

General GruenTHER. Yes sir, we will. 


SOVIET GAPACITY TO WAGE A LONG WAR 


Senator McManon. You state they have the capability of attacking 
across that line now, but that you didn’t feel any immediacy about that. 
What is the factor that would determine that in your mind ? By that 
I mean, the availability of world supplies. What is it that convinces 
you now that they are not on the point of coming over ¢ 

General Gruenruer. Well, on the question of convincing us they 
are not on the point of attacking, we don’t go that far. What we say 
is this: That there are no signs to indicate that an attack is imminent. 
We recognize, though, that “their power of surprise is a very great 
one, with all the restrictions that are imposed; and therefore we 
could be surprised on that. On the question, though, as to whether 
the Soviets are ready for war or not—that as I see it is really what 
is involved in your question. Now, in 1946 Stalin said to his people: 

In order to guarantee the Soviet Union against all possible accidents 
these are the words he used— 


we should have a steel capacity of 60 million tons a year, an oil production of 
60 million tons a year, and a coal production of 500 million tons a year. 
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As of now he has 28 million tons of steel: as of now he has 41 million 
tons of oil: as of now he has 26.5 million tons of coal. Now, whether 
he was giving a blueprint that can be used as a time factor—obviously, 
no, he wasn’t. But from the standpoint of the capacity to engage 
in a long war, he has still a very great problem. And he has the in- 
dustrial might of the free world, and particularly the United States, 
to fear, and we think that will serve as a great deterrent. Then comes 
the question as to whether he believes that his war is really necessary. 
The Soviets have a fanatical belief in the wisdom of their own econ- 
omic system, and contempt for the capitalistic system. We don’t 
think there has been sufficient evidence adduced yet that this thesis 
is wrong, from the standpoint of Soviet thinking. There is, of course, 
the question of the atomic bomb, and the fact that at this stage of 
the game they don’t have adequate defenses against that: because at 
this stage, the offensive long-range air power is way ahead of the 
defensive. Of all of those factors, which is the greater one, I don’t 
know. My own belief is that his economic potenti: al to take ona power 
such as the United States—while he can move into this [indie ating 
Europe |—is only in stage one. It is a very, very serious stage, of 
course, but from the standpoint of winning he would have only passed 

1 point—but he would have a long way and a lot of punishment to 
ee. | Section deleted. | 

Senator Giterte. General Gruenther, you don't anticipate, of 
course, that with that threat, which is a potential threat, that they 
will remain static during the time that you are building up? 

General Gruentuer. No, sir: that is probably true. They may not 
remain static, but we shall reach a point where it is going to be ex- 
tremely difficult for them to launch that attack, even if they double 
their forces, because the problem in an area like this is going to be 
a very difficult military problem. So we think that if we are able 
to build a shield here it will be very, very difficult for any force to 
overcome, and the war may not take place. That is the whole phi- 
losophy of what we and this staff are working for. We are putting 
much more emphasis on the mission of peace, trying to prevent war, 
than we are on how to fight it, because we think we can stop it from 
ever taking place. If we can convince the people of Europe that 
that is our objective we have achieved a tremendous degree of success. 
[| Section deleted. | 

Senator Sparkman. General Gruenther, before you go, may T ask 
you one more question: In the estimate you gave a few minutes ago 
on raw materials presently available to Russia, does that take into 
consideration any of the resources of the satellite countries / 

General GruenTHER. No, sir: the ones I gave you then were only 
the U.S.S. R. The satellite capacity would ‘add something more, but 
not significant quantities. 

Senator McManon. What about steel ? 

General Erspnnower. 36 million for the U. S. S. R. and satellites. 

Senator McManon. What about oil? 

General GruentuHer. I think it runs, not a great number, not over 
3 or 4 million tons. 

Senator McManon. It’s relatively small. And coal? 

General GruenrHer. Very insignificant. But, of course, mind you, 
the surpluses that they are producing are still very, very small. They 
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have very little that they can store up from any of them, because they 

are all having short: ages in all of those items in normal usages. So, 

it isn’t as if they were finding something like Middle East oil, where 

they can add to them. They eed every bit that they've got now. 
General Eisenhower will talk to you now. 


STATEMENT BY GEN. DWIGHT D. EISENHOWER, SUPREME COM- 
MANDER, SUPREME HEADQUARTERS, ALLIED POWERS, EUROPE 


General Eisennower. Gentlemen, it will not interfere with me in 
the shghtest if you interrupt me at any moment for questions, tam 
going to talk on a somewhat different line than my Chief of Staff. 
First, he extended to you, very properly, the welcome that should be 
accorded to any distinguished group of visitors. But you are far 
more welcome than on any such basis as that. You very definitely 
are a part of the high command of the Allies, of the North Atlantic 
Treaty Organization ; and, specifically, are prominent representatives 
of the only countr y that has disposable reserves in the world tod: ay. 

War, of course, has become far more important than a mere clash 
of armed soldiers. It is the spiritual, intellectual, material, economic, 
and military might of peoples pitted totally against others; so that 
lawmakers, ‘policy v makers, no longer can say, “Well, we dee ‘li are war, 
and then say, “Now, the executives have to carry it out.” Every 
day, every minute, you are involved in the developing circumstances 
of this struggle, and you must face, and cannot escape, the responsi- 
bilities that fall upon the great policy-making body of the United 
States, our National Legislature. 


STRUGGLE FOR MINDS AND HEARTS OF MEN 


Now the one thing that I want to stress at the beginning is this: 
The struggle going on in the world is for the minds and hearts of men. 
It is an ideological struggle. There is every possible way of going 
about the thing, and open warfare is only one method. And so we 
must not, in our thinking, get unbalanced one way or the other as 
we calculate the kind of measures that will give us a position from 
which to oppose them successfully. And I beg of you, as you hear 
us talk of morale and spirit, not to belittle those qualities. I think 
possibly a soldier comes to place more value on the word “morale” 
than most people. He learns that Napoleon certainly did not over- 
state his case when he said, “Three to one in favor of morale as against 
the material.” On the contrary, the soldier is apt to push morale 
up to an even higher degree. But in this struggle, we know spec ifically 
that morale is almost the overwhelming factor ; oe ‘cause it is definitely 
a struggle to capture men, their loyalties, their beliefs, and their con- 
victions. Morale comprehends loyalty, understanding, devotion, de- 
termination, fortitude, and so on. 

Now we know that as of today the material and intellectual, spirit- 
ual, technical resources, professional resources available to the free 
world are so overwhelming as compared to what the iron curtain 
and the satellite countries have, that it is almost ridiculous for us 
to be talking in terms of fright and hysteria, which we often do. 
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UNITY THROUGH ENLIGHTENED SELF-INTEREST 


What is the ingredient? What is the factor which they have and 
we don’t? They have the factor of unity, brought about by a gun and 
a sword held forever behind a man’s back and re: ady to ¢ hop off his 
head. Now, what we have got to do, therefore, is to achieve, in some 
form or another, a unity among freemen that is more effective. We 
cannot, of course, match a dictatorship in certain w ays. Elements of 
secrecy, of su irpris e, the degree of censorship and secrec Vy that he has 
woul | destroy our systems, and we would not be defending democrac y. 
We would be defending some other kind of dict: atorship, and we have 
no intention of doing that. 

Now, how are we going to produce any kind of unity among our- 
selves’ I see it only in one way: To convince every nation partic ipat 
ing, every man in that nation, if possible, that we are approaching this 
thing from the st: indpoint of enlightened self-interest. Men are not 
gods. They are not going to be Olympian in the * judgments, and 
they are not going to be fully guided by qualities of 1 merey and justice 
and right in making thei “ir decisions. They are going to try to decide, 
“What is good for me?” And if we can make everybody believe that 
what he is doing in this thing is good for him, then we achieve unity. 


EUROPE’S RELATIONSHIP TO OTHER WORLD AREAS 


Now, the relationships of Europe to great areas in the world upon 
which American civilization is de pendi ng are very great, indeed. 
Some of these relations a are politi cal. Some are economic, some 
are historic, and some are just pur cide mnt of geography. Britain, 
for example, has of course, close and loons ties with India. As of today, 
I think we are getting a large portion of our necessary manganese 
from this area. And yet India is, as of today, very large ‘ly de pende nt 
upon Ke urope for its manufactured supplies. | Sec tion de leted. | 

Now speaking more generally, I want to point out this thing: 
Seventy-five percent of the raw materials that the United States needs 
for its own economy comes from what we call backward, or semi- 
backward places of the world. Those backward nations get a 
ee supplies, 45 percent from Europe and Britain, and 3¢ 

31 percent from the United States. Any defection, any cietnlele 
coll: apse of this whole European region and its falling into the hands 
of the Soviets would almost certainly carry large sections of those 
undeveloped areas with it, because they would just have to go along 
in order to subsist—either that, or have such calamitous economic 
conditions internally that they would fall because of that. 

But, take the geographical question. You heard something a 
minute ago about the importance of the Middle East. Suppose this 
region were to go communistic? What would happen to the Mediter- 
ranean’ Now, I do not have the exact statistics on what the effect 
would be on the world’s shipping if Britain and the United States, 
the North American Continent, had to go clear around Africa or clear 
across the Pacific Ocean to get to these Middle East waters. If the 
Middle East itself did not fall, but just Europe, and we couldn’t go 
through or use the Mediterranean, then we would be in an awful fix. 
{Section deleted. | 
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SIGNIFICANCE OF STEEL PRODUCTION 


Now there are 36 million tons of steel produced annually by Russia 
and her satellites. In all the rest of Kurope there is son et hing of the 
order of 50 million tons, of which I think about 30 million is actually 
on the Continent. We produced this year, 104 million tons. Now, as 
long as we have the 104 and 50 million tons in our hands, as opposed 
to Russia’s 36, their chance of conducting successfully a long war of 
attrition and exhaustion would appear to be slim. And that is In spite 
of the fact that she can, as you say, put TO percent of her steel capacity 
into war materials—and we certainly would never consider any such 
figure. But. if we take the 30 million tons of continental Euro pe 
alone, and add it to their 36, and neutralize the British Isles, which if 
Europe fell, might well be neutralized, and then oppose 104 million 
tons to some 66 million tons—and, remembering the percentage they 
would put into war production—we then get a quite different pic ture. 

Some of these things, of course, are going to be given to you in much 
greater detail by other agencies. Mr. Katz, the Ambassadors, and 
others will give you this in much greater detail, and probably more 
accurately. I am giving you a rough picture to let you see why I 
Lelieve that Western Europe must be ke pt out of Soviet hands, Be- 
cause with the steel from this area then, if they can put 70 or 80 percent 
into war production, and we put a relatively smaller amount, they 
begin to get into a position where they might ‘fight a war of attrition. 
Moreover. they would accumulate something they have never had: 
A great mass of skilled labor. Now again—I am not so certain of 
my figures, but from what I have read-——there are 22 million skilled 
laborers in Western Europe; that is, Western Germany and the parts 
of NATO that we are now talking about. This figure compares to 
something like 11 or 12 million in the United States. Some are along 
lines that we don’t need. But that would be such a tremendous asset 
to the Russians, that the former comparison which I made and spoke 
of as being in its aggregate so greatly in our favor, begins to disappear. 
And that is another reason for our being over here. 


IMPACT OF ECA ON EUROPEANS 


Now, in going into the problem therefore, the United States took 

: look at it and said: Here is a region, Western Europe, demolished 
iy war; occupied; its spirit is broken; its economies are down to the 
lowest bottom of the rut; they can’t make a living. What are we 
going to do about this? And the United States decided, some years 
ago, first to try to revive the economies of the countries: to make 
something here worth defending. Again, as you remember, the actual 
objective was the heart; to increase the man’s spirit, so that he and 
we might feel that here is something worth defending. So, we put 
on the Marshall plan. 

Now, when I came back to Europe in January 1951, after the ECA 
had been conceived and operating since its birth, | must tell you that 
the difference in spirit, the difference in the way people held up their 
heads; the difference in the pride which they were taking in their 
own nations, was little short of miraculous, in my mind. Whether 
or not we can keep that going on is another story. That is a story for 
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the future. But something has occurred that cannot be translated in 
mere numbers of divisions that have been produced, and the mere 
numbers of guns; because, up until 24% or 3 years ago, their spirit 
was exceedingly low. 

Now finally we said, as this economic situation was developing 
“What are we going to do about getting these people to help defend 
the line that we think should never be abandoned?” And that is the 
purpose, as I see it, of MDAP and the things we are trying to do now. 


EUROPE HAS TO DEFEND ITSELF 


It is of course manifest that if we are going to produce the best 
possible results, we must get the maXimum cooperation and the maxi- 
mum in help from them. We decided to be the leader in rebuilding 
the military strength and confidence. We know that in the long run 
no nation can be defended from without. Rome tried it and built 
walls. Other nations have tried it. This area, if it is going to be 
defended, has to defend itself in the long run. This is in spite of the 
fact that in some of the more technical things, air and navy, we might 
have to stay here for a long time. But, in the meantime, the purpose 
is to give the people the umbrella under which they can start building 
this thing; to give them the confidence that the United States is here 
with them: that there is something behind them: that it is not just 
mere empty suggestion. And remember what these people think 
about, has. to their minds, was the unconscionable delay of the 
United States in going into World War I and World War II. We 
don’t feel that way about it; but without trying to translate our own 
thinking in our own hearts, our own heads, into somebody else's 
breast—they believe that we were slow. 

Now, with the feeling that we are already here; that we are help- 
ing—they start about the job of getting ready to defend themselves. 
You say, “All right, but they have made a very slow start.” But 
where are the weapons in all of Europe which could have produced 
more divisions than you have up until this moment. I believe that 
Senator Gillette had the question, “What is our strength as of today?” 
Surely, it is not much greater than as of June 1950. The fact of the 
matter is, there was little material here with which to increase their 
strength. Remember this: During the 4 years of military occupa- 
tion here, their military schools were abandoned, demolished; their 
general staffs were broken up, they had nothing; there was no train- 
ing. [Section deleted. | 


EFFORTS OF NATO PARTNERS 


So you are going to find, as you go around, discouraging factors 
in this proposition, as well as vou are going to find encouraging 
factors. There are both sides. ECA will give you a better picture 
on this that I can, but you will find that every single country has 
gone to the limit, almost, in raising their military budgets, in le ngth- 
ening tours of military service, in doing many thir ngs to bring them- 
selves along in line with what their antic ipated stre ngth is to be, and 
as rapidly as possible. But you are going to find also, many dis- 
couraging factors. You are going to believe, “Well, these people do 
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not seem to sense the urgency that we feel. They don’t seem some- 
times to us to appreciate the 8.5 billion dollars we are t: ilking about. 
Now, that. 8.5 billion dollars is a lot of money, even in our country.” 
Well, remember, these men have not been lifted up; these nations 
have not been lifted up. That’s why we entered this thing—to lft 
them up and make them believe they can do it. | Section deleted. | 


HEADQUARTERS ORGANIZED ON SKELETONIZED BASIS 


Now,.as for the progress we have made in + months. I should 
say first that I do not believe I have ever seen a finer group of Ameri 
can executives and Officials than is represented in the civilian agencies 
here. They extend the utmost in cooperation. You will meet them 
all, of course, very shortly. 

We have organized our headquarters on a skeletonized basis. In 
my own experience, I have, through the years, gotten quite upset 
about these great and growing headquarters. When I found that 
the lowest estimate that any staff would make for the size of this 
one, 561 officers, I gave them a maximum of 200. And, since then, 
I think I have had more complaints from my own staff than from 
anybody else. But until they begin to lose weight more rapidly 
than they are now, we will stay on that level. Because we are trying 
to set before Europe.in every possible way the example of austerity 
in all unnecessary expenditures, in order that we may make the com- 
mon defense, the collective security of the free world, the No. 1 priority 
job. We want to do it by example as well as by precept and preach- 
ing, because, after all, words finally lose their force if deeds do not 
conform in some degree. 

We have gotten an agreement in setting up our flanks in subordi 
nate organizations. They have been described to you, and I will not 
bother with that. Our contacts with all governments have been 
on the finest kind of an understanding basis. People—sometimes 
I, sometimes represent itives of mine—are traveling to these govern- 
ments all the time. From each of them we get immense cooperation. 
We have seen their training. I don’t know whether or not you gen- 
tlemen will have time, even, to go far into Germany; I have not heard 
the latest decisions that you have made yourselves as to the details 
of your schedule. But I can tell you this: The American troops 
that are now in Germany, and the British troops that are now in 
Germany, are among the most splendidly trained troops that I have 
ever seen in my life. They are fit, and they can take good care of 
themselves insofar as their strength will permit them. They are 
well led, they have experienced commanders, and they are themselves 
very fine. 


REAWAKENING SPIRIT 


In all of the other countries—Norway, Denmark, Belgium, Holland, 
and Italy, there is a reawakening interest: there is a reawakening 
morale. I saw, among the Italian forces things that were terrific. 
They were what they call their Alpine troops, training in canyons, 
making vertical envelopments of pillboxes. It was something to 
give you the shivers. They are fanatics in physical education. Some 
of you who have done your time in the old Army outfits, where you h: ve 
to get up and do exercising every morning would be astonished t 
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find that in some Italian units their normal ealisthenic exercise is 
running and diving at a truck, putting their hands over their heads 
and turning a flip over the top of the truck. In other words, there are 
some men who have spirit and guts. Certainly, I would not have tried 
what they were doing, even when I was a youngster. All the way up 
and down the line, you find evidence of that kind: a reviving spirit. 
which is the important thing. 


EUROPEAN DIFFICULTY IN UNDERSTANDING AMERICAN METHODS 


There is one discouragement brought about by the fact that they do 
not understand American methods. Although we talk to them about 
mass production, and they know that you in Congress have appro- 
priated great sums for the production of equipment, they wonder where 
isit? Well, it is hard to tell them that, with us, when we get a worth- 
while job, we take a long time to do it up; we spe nad a lot of money and 
time building the plant and, finally, when we’re through building it 
up, it will smother them. But, in the meantime, they have nothing 
to coi with. And I run into this problem as I go around: “Where is 
something we can train them with?” Well, it’s all right for me to talk 
to them about broomsticks and signs that I myself have used in train- 
ing’ troops before the Second W orld War: but they feel that it is kind 
of silly to be training when you are right up here, as vou say, in the 
shadow of the gallows. unless you’ve got something in your hands 
that would be useful in an e mergency. 


APPROACHING THE PROBLEM 


I am just giving you a few of the factors that have created some of 
the unfavorable opinions or reactions you will face. There are some 
even deeper. You have here governments of the center, uneasily main- 
tained and, because of their general weakness under the assaults of 
both the right and left extremes, unwilling to take bold, aggressive 
action—normally, I mean. Now some of them have taken such action. 
There is even, in one case, a minority government in power; and so, in 
the event of the slightest disagreement with the majority power, they 
could be out of oflice overnight. Now, it isn’t that I believe most of 
them worry about going out of office; but the y wonder, then, what will 
happen to the whole defense effort in Western Europe if they are 
thrown out on such an issue. It might be a set-back that would 
make us consider a withdrawal, rather than to say, “Well, possibly we 
had some part in the failure of that leadership.” And we could have. 
If our leadership is as strong and influential as it ought to be here 
every day, all the time, maybe such things will not occur. It will cer- 
tainly be much to our interest to see that “the *y don’t. 

Now, that is the way we are approaching the problem. We hope 
that during the course of the next 2 weeks, as you talk to all of these 
people, visit the places you want to, and come back, you will then 
have planted here, and with all of these various agencies, the specific 
questions that you want answered. In our last session, which will be 
on Sunday, 2 weeks from now, we shall try to do the best we can, and 


we shall try to segregate the material which will be useful to you and 
which does not have to be classified “secret.” 
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FUTURE OF CIVILIZATION 


Now, as of this point, that was the field I intended to cover, gentle- 
men; because I wanted to tell you what was the _— in which this 
hearquarters is approaching this problem. And, as far as I know, 
all the American people here with official csimematiktiing are thus ap- 
proaching the problem. 

Again ] Say that there is nothing to quibble on. If American de- 
cisions are different from those in which I believe, I accept them. 
But I believe that failure to recognize the threat here would be a 
terrific error. I believe that the future of civilization, as we know it, 
is at stake; and that is the reason I am here. There was no other 
possible reason that I could think of for leaving the United States 
and again putting on the uniform. 


rHE GERMAN SITUATION 


Senator Smitu. How about briefing us now on the German situa- 
tion? 

General Eisennower. The German situation, yes. You will see 
General Handy, and probably Mr. McCloy, and people who will 
probably have some different opinions—but I see no hope of visual- 
izing a reunited Germany within a time that is useful to us. We have 
to deal with Western Germany. I personally believe that we have 
to deal with Western Germany on a basis that assures Germany of a 
self-respecting position in this family of nations. [Section deleted. ] 

Senator Green. Based on the assumption we have, isn’t the main 
purpose in Western Germ: ny to reunite Germ: ny ¢ 

General E1sennower. I should say they should be united. Person- 
all, I am very hopeful that many of our problems would disappear 
if this whole area of W oo Kurope were one federal union. | ~ . 
heve 1t so strongly that I do not believe real sec urity is going to be 
felt in the United States, in the British Empire, and other nations of 
the globe until that comes about. I just don’t believe it. We can 
approach it slowly, and probably obtain a great measure of success; 
enough, at least, to establish an uneasy truce. But TI believe that the 
day this whole area in Western Europe gets units—and once it gets 
united—the Soviets will never be able to hold the East Germans out 
of it—I believe that with all my heart. [Section deleted. | 


GLOBAL APPROACH TO OVER-ALL STRATEGY 


Senator Green. Well, that clarifies the situation. There is another 
matter that [ believe we would like to have you amplify, and that is 
your viewpoint of this problem of Europe. Do you say it is a global 
situation ¢ 

General Ersennower. Yes. First of all, it is intrinsically a part of 
the global problem, because it is a struggle for the minds and hearts 
of men. The mere fact that a man lives in Australia or New Zealand, 
or Norway, makes no difference. This is a struggle for the hearts and 
minds of all men everywhere. 

Senator Green. Already in various discussions and investigations, 
the question has arisen of how far we can go to be drawn into active 
participation elsewhere, other than Europe. What do you think? 
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General E1sennower. Senator, you are talking now about a problem 
that belongs to strategy in the modern meaning ‘of str ategy, not in the 
ancient meaning. It belongs to the question of nation: al policy Vy, as to 
the disposition of our tactical strength. And you must remember 
that since our tactical strength now involves industrial strength, 
propaganda, or, you might say, ordinary intellectual weapons of the 
various kinds—mnilitary strength, money, everything else—you don’t 
always deploy to any one area the same kind of things. Our great 
hope in Europe is that by providing materials for the capital invest- 
ment, with some ground strength and air and naval strength, to give 
them a secure feeling in the early part of the thing: and that soon, 
probably within a relatively very short time, the peak will be passed ; 
and we will not have to keep so much there, because they must defend 
themselves. Now, certain individual nations will probably never, 
within our time, be able to defend themselves because of their small 
size. But Western Europe is not of small size, because the population 
here, not counting Spain, is, I believe, about 175 million. Now, that 
isa lot of people. And they are advanced peoples, as compared to the 
backward peoples of Russia. So, it is all the way through. [Section 


deleted. | 
EFFECT OF SOVIET POLICY 


Senator Green. Why would the Soviets precipitate a struggle here 
in Europe ¢ 

General EisenHower. I’m not so certain that they are going to put 
this thing to the final test of war. But I am concerned that they 
will, unless we do something about it. [Section deleted. | 

Senator Green. On the other hand, as the Soviets build up their 
forces here—isn't there the danger of war / 

General Etsennower. There’s no question about that, Senator. 
That threat may continue for a long time, and it is going to take a 
very great, clear insight as to the right thing to do at the right time. 
The old advice of “Don’t make any mistakes in a hurry” is going to 
apply very definitely, because this is not easy and it is not going to be 
too quic ly done. But I do believe that the maximum of the American 
effort with respect to this can pass its peak within a reasonable time. 

Senator GREEN. One more question: Then this figure that you have 
presented to us here does take into consideration what we may be 
called upon to expend elsewhere / 

General Eisenhower. Yes, definitely. Senator, it gets down to this, 
as L said awhile ago: It is this, or else, as I see it. Now, if someone 
can give any kind of reasonable answer or alternative that. would 
preserve for the United States a better position in the long run, a 
greater een to preserve its way of life, then I am for it 100 
percent. I don’t see it. I think that we must do this or we are up 
against an entirely different problem that is going to take far more 
effort and impose upon us far greater expense than any other course 
we can pursue. 

DANGER OF EXPANDING WAR 
Senator Green. Then, suppose you give us a definite illustration. 


Suppose that this small war in Korea, which has cost us in our Armed 
Forces, money and lives, were expanded into a war with China? 
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That would affect, very seriously, our preparation here in Europe, 
would it not 4 

General Eisenniower. Oh, indeed. Any great expansion of war 
anywhere on the globe has a great effect on you wherever you are 
engaged in this thing. I am not going to discuss, as a theory, from 
our standpoint, the wisdom of expanding the war or not. That is not 
in my bailiwick. But it is absolutely certain that any extension of 
war anywhere affects that same struggle everywhere else in the world. 
It did in World War IT; it is bound to in any other war. 

Senator GREEN. In other words, it would increase the probability of 
war in Europe, would it not ‘ 

General E1isennower. Well, that I don’t know, Senator. Remem- 
ber this: The Russian, after all, is an Asiatic, and he thinks with an 
Asiatic mind; and he probably will not consider as logical many 
things that appear logical to us, particularly as long as he can conduct 
a war out there with his satellites. You see, as the Russian says, 
“I am not putting my own strength in,” and he says, “I have not 
started a global war.” Therefore, we eat t know whether there would 
he any increase in the probability or not. He might just talk about it. 
1 don't know. 

Senator Green. But if the increase of our forces in Europe would 
prevent a war, as it is planned, then the lack of increase of those 
forces in Europe would tend to promote a war: would it not? 

General Etsenuower. That would seemingly follow, except, of 
course, as to his own strength, if he absorbed a great deal of his own 
productive strength in support of the other war, then the relative 
position might not change, 

Senator Green. Thank you. [Section deleted. | 


TANGIBLE EVIDENCE TO REPORT TO AMERICANS 


Senator HickenLoorer. The great question there, ] think, which is 
Most Important at the moment, is why it is important, too, that we 
get some concrete answers, some tangible developments to talk about 
ut home. There is the feeling of restlessness at home. We don’t see, 
the United States doesn’t see, the physical evidence of the contribution 
here, and that is going to be quite an issue in the next few months. 
| Section deleted. | 

General Kisenuower. We are going to do our best, Senator, to give 
vou the real statistics that will make as good a presentation as pos- 
sible. We will try to be very honest, and show you here, and here 
[indicating] that, from our viewpoint, things are on the uplift. And, 
[ must tell you frankly, if I thought that they were not, I would have 
totell you right now. {Section deleted. | 

Senator HickenLoorer. Well, I have received the impression that 
things are on the up. But, again, and this is not my necessit y—talk- 
ing about what I need—I am just saying that, after all, we are 
pri ‘actical people at home, and a few things showing practical and 
vigorous development would be very helpful in clearing people's minds 
on that thing, and in getting their over-all support. 

General Ersennower. Yes. 
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PROVIDING THE MEN AND GUNS 


Senator Smirnu. How can we offset the impression we have over 
there that these people look to us for leade rship to do these things, 
and yet at the same time we are carrying the productive load and 
supplying the initiative. 

General E1isennower. Well, Senator Smith, we are now following 
the principle of the lend-lease program, as with respect to World 
War II. When I came over then, I was imbued, like everybody else, 
with the idea that we were certainly doing people a big favor to give 
them rifles and weapons. I came over here thoroughly convinced 
that America was making a great sacrifice. However, my European 
friends told me: * You provide the gun but we are prov iding the man. 
| Section deleted. | 

When I take this problem and consider it philosophically, I do not 
know the complete answer. But I do know this: That if both sides of 
the Atlantic cannot achieve some way of believing that they are part- 
ners in this, are really doing their best and acting in good faith, this 
thing in the long run cannot have success as cheaply, as surely, and as 
quickly as it should. So, we must develop a different kind of thinking 
over here in that regard, and I am not so sure but what people like 
yourselves, if you believe in the great overriding necessity of this 
movement, that you have got to help over home in making them see 
the thing a little bit diffe rently. It is not a question anymore, as I see 
it, of civilization’s moving along whether or not we decide to do this. 
The things that you are thinking about and acting on these days, I will 
tell you, will determine the future for a good many days. I am just 
as certain of that as Iam standing here. So, where we find these gaps 
in understanding, we, if we deserve our positions as American citizens, 
have to do our best on both sides of the water to fill those gaps. That’s 
what I say. 


EVALUATING PROGRESS 


Senator Surry. I think that’s true. I remember, before you came 
over here, we had a talk, but are you satisfied ¢ 

General ErseNnower. Senator, I say this: They are going up; there 
is no question about it. But, if I found a satified soldier, I would 
fire him. Because we are never going to have the progress; we are 
never going to do as well as we can. There is no human being that 
actually does his best. He just approaches it; and, as he approaches 
it, why, he becomes something really fine. But we never really succeed. 
Now, a whole Nation and a whole area cannot do its best. What 
we have got to do is get them up as high in this gray zone that applies 
to human affairs; get them up as high as we ean. And it has gone up. 
There is no nation in Europe where you don’t find a better spirit, a 
better readiness to undertake obligation, to go ahead in this thing, 
than there was, even as late as 6 months ago. However, it certainly 
is not as fast as I should like it to be. [See tion deleted. | 


FRENCH MORALE 
Senator Wirtry. There is a question I would like to get clear on. 


I refer to the strengthening of morale. In other words, are you very 
much encouraged in that respect ? 


q 
4 
4 
: 


FOREIGN-AID PROGRAMS IN EUROPE 21 


General Eisennower. I am certainly very much encouraged. 

Senator Witey. And you think that the tendency is upward in that 
direction ¢ 

General Eisennower. Yes. [Section deleted. | 


POLITICAL CONSIDERATIONS REGARDING SPAIN 


Question: On the political side, are Britain, France, and America 
engaged in some co. ki Seaative plan or other in connection with Spain? 

General E1sennower. I have been staying out of that question, since 
it is someone else’s business, and I am not in on it. 

Senator Witry. The point is, you acknowledge the significance of 
the Iberian Peninsula, whic h includes Portugal. Portugal has a gov- 
ernment which is just as tough as Franco’s and England gets along 
with Portugal. Now, I am not trying to get into any of those political 
situations, but I am trying to get at this with regard to Europe: 
Here you are spending our billions, or will be, and you reach 
the conclusion that the Iberian Peninsula is tremendously significant 
in the defense of Europe. Now, the real question then is: What is 
the trouble with our politicos that we can’t get them to see that they 
have got more in common—that is, England, France, America—with 
Spain, especially when it is a question “of preserving our own house. 
Have you any suggestion to make on that subject ¢ 

General E1isennower. Well, I will tell you, Senator. My part in 
this thing will only arise when the several governments concerned 
will have reached some kind of negotiable position with respect. to 
bases and armies, and then, if these are turned over to me, I will take 
over. As of now, I do not wish to make any suggestions, as I know that 
our own statesmen and the statesmen of Europe are studying it every 
day. [Section deleted. | 


GLOBAL APPROACH 


Senator Wintrey. General, one of the things we have got to do is 
make Russia recognize force. Now, with regard to Turkey, it seems 
to me there should be a tie-in. This is a global picture, and the global 
enemy is Russia. We have got to recognize that that perimeter is 
the thing that counts, as to where we can strike. and where Russia 
can strike, too. But, if we just sit back and say that this is the only 
area, and her area stretches over one-third of the globe, then it seems 
to me that we are risking defeat. 

General Eisennower. Well, Senator, in studying this problem, we 
do not try to say that this is the only area, which would be foolish. 
My own staff and I have been given specific responsibilities with 
respect to this area. The specialized thinking of my staff and me, 
of course, is concentrated on this area; but I assure you that the 
things which we have to study, and the people with whom we have 
to confer, take in the whole expanse of the entire global situation. 
Many of these problems belong to the State Department, in their 
negotiat ions with other governments. We go around to eve ry « ‘apite al 
in Europe, and we listen to opinions, and sometimes we even carry 
them; but our responsibility is in Europe, and that’s why you hear 
us talking about this so much. | Section dele ted. | 
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Senator Surru. Do you consider Italy a part of your responsibility ? 

General Etsexnower. Oh, indeed it is. | Section deleted. | 

Senator SparkMAN. General, your jurisdiction is fixed by the North 
Atlantic Pact? 

General EtseNnower. That’s right. 

Senator SPARKMAN. That is the reason that you do not include 
Greece, Turkey, and Spain. It is not that you don’t have interest 
in them. 

General Eisennower. Of course; that’s right. 

Senator SepaRKMAN. But your jurisdiction very definitely is fixed. 

General Eisenuiower. Yes, but from the very beginning I said that 
any forces I had which could be useful in the Mediterranean could 
be used as long as they were not in battle themselves. 

Senator McMaton. General, when do we go to lunch ? 

General E1sennower. What time is it? One minute, there is one 
more question. 

Senator Winey. General Eisenhower, I want to know if you are 
going to break down for 
to spend it / 

General E1sennower. I think you're going to get that 
Washington. 


us the 8.5 billion as to where you are going 


done in 


General Gruentuer. You'll get some data on that at the briefings 
this afternoon. 
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UNITED STATES FOREIGN-AID PROGRAMS IN EUROPE 


MONDAY, JULY 9, 1951, 2 P. M. 


SUBCOMMITTEE OF THE COMMITTEE 
On Foreign Revarrons on UNIrep STATES 
Economic AND Miuirary AsstsTtaNce To Fern Kuropr, 
Economic CooPpERATION ADMINISTRATION (ECA) HEeapQuarTers, 
Hlote/ Valle yrand, Paris. Frane 


AFTERNOON SESSION 


Members of the subcommittee present at the hearing were Senator 
Theodore Francis Green (chairman), Senators McMahon, Sparkman, 
(rillette, Wiley, Smith of New Jersey, Hickenlooper, and Brewster. 

Also present at the meeting were Francis O. Wilcox, chief of staff, 
and Carl Marey, staff associate, Senate Foreign Relations Committee; 
Assistant Secretary of State Jack McFall; Horace Smith, State De- 
partment Senate liaison officer; Col. Wade M. Fleisher, Defense De- 
partment escort officer; Mr. Nathaniel H. Goodrich, assistant general 
counsel, Department of Defense: and Col. Lyal C. Metheny, United 
States Army liaison officer, SHAPE. 


PRESENTATION BY THE EVROPEAN COORDINATING 
COMMITTEE (ECC) 


Senator Green. The appointed time for this conference has arrived, 
and I suggest this order of proceedings : I would suggest that each 
witness be allowed to complete his statement first, and then you may 
direct any questions that you have. I will give the Senators the priv- 
ilege of asking questions in the order of seniority. 

I think perhaps that there is at home a good bit of skepticism about 
the ECA. They wonder—I do not know if it is any stronger than 
that—how it is working out in practice. So, insofar as we can, we 
would like to have the gist of your arguments to this point. 

Meanwhile, the appropriation bill is pending. We will have to re- 
port to the Foreign Relations Committee when we get home. That 
is another factor to bear in mind. 

Ambassador Katz, will you proceed? I do not know if you have 
a prepared statement. 

Ambassador Spofford, do you have any statement prepared / 


STATEMENT BY AMBASSADOR CHARLES M. SPOFFORD, CHAIRMAN, 
EUROPEAN COORDINATING COMMITTEE 


Ambassador Sprorrorp. Thank you, Mr. Chairman. 
I just want to say as an introductory matter that we welcome you. 
We. who are sitting across the table from you today, very much wel- 
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come the opportunity to talk to you about the program in which we 
have responsibility and for which you have a responsibility in Wash- 
ington. We appreciate your coming here because we believe that, 
through talking with us, the other United States members of the 
team in the countries you are going to visit, and the foreign offi- 
cials, you will gain a first-hand impression of the problems and 
progress which you would get in no other way. 

Our job, we think, is to make the facts available to you. As General 
Eisenhower said this morning, we have nothing to sell. We are here 
to administer this program. We want to give you the facts regarding 
its accomplishments to date, as well as its shortcomings and our 
estimates of the situation. 

Now, to get that before you is a complex business in the limited 
amount of time that you and we have. You have a rather tight 
schedule which will take you to the four, five, or six — of this 
continent in the next few days. We want to begin here by discussing 
the problem with you from our point of view, ‘which is the regional 
point of view; and, to e xplain to you what I mean by that, I want to 
introduce the group that is meeting with you today. I want to make 
certain that you understand what each of our respective jobs is in 
this set-up in Europe. 


ORGANIZATION OF EUROPEAN COORDINATING COMMITTEE 


We constitute what is known as the European Coordinating Com- 
mittee, or ECC, an agency whose job it is to see that the European 
representatives of the agencies which have to do with our foreign- 
security progr um keep in touch with each other and that we move 
together as a team to achieve the United States objectives. 

We iaumenaat our Government. That is, I think four of the six 
of us represent the United States on various international agencies 
of the North Atlantic Treaty Organization. I will not call on them 
vet, but I think you know them all individually. General Handy 
is the senior military representative for the military-aid program 
in Europe. Ambassador Katz is the special representative for ECA. 
Mr. Batt is the United States member of the Defense Production 
Board, about which he will have something to say in a few moments. 
General Schuyler is the head of the United States element of SHAPE, 
General Eisenhower’s headquarters, and is the link between this 
group and General Eisenhower’s headquarters. Mr. Wood is the 
United States representative on the Finance and Econmic Board, 
another North Atlantic Treaty Organization agency which we shall 
talk about later this afternoon. Mr. Herod is the Coordinator of 
Defense Production; that is, the Executive Chief of the Defense 
Production Board. 

Everyone on this side of the table, with the exception of General 
Handy and Mr, Herod, wears two hats. That is, we represent the 
United States on international agencies, and are members of this 
group which isa U nited St: ites body. 

General Handy is purely in United States bodies and does not 
represent us on any other group. Mr. Herod is international. He 
does not have a United States function, but he is meeting with us 
today—as General Eisenhower did this morning—as an American 
official who is serving as Chief of the International Production Group. 
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I might say just one or two words in amplifying the statement on 
organization that General Gruenther gave you this morning. The 
North Atlantic Treaty Organization has been called a pretty complex 
affair, and I think it is. Inevitably it is, and it has been very much 
more complex. During the last year we have achieved a good deal 
toward simplifying it, eliminating the number of committees, stream- 
lining the organization, and substituting for a committee structure 
a more centralized or executive structure. The creation of SHAPE, 
the command which General Eisenhower has, in the foremost example 
of that. 

Mr. Herod’s appointment in the DPB is another very important 
step forward toward making this necessarily complicated inter- 
national organization a more effective mechanism. 

I will leave to each of the gentlemen who will talk to you later 
un explanation of the functions that he performs. 

Mr. Batt is the man in the production field, Mr. Herod is in the 
yroduction field, and Mr. Ty Wood is on the Finance and Economie 
Reank I will, on organization, confine myself to just one or two gen- 
eral comments which I think you will find obvious, but which we have 
found it well to repeat in the several talks which ECC members have 
had with representatives in the States. 

First, bear in mind that the function of NAT is somewhat unlike 
some of the other international agencies of which the United States 
isa party. It is not merely to reconcile international points of view 
and come up with an agreed international position. NAT must carry 
that a step forward and get-action, get forces into being. It stimulates 
production, develops international plans, and sees that the plans are 

carried out. 

Now, that is, I think—at least to the extent to which we are at pres- 
ent ¢ ommitted to it and engaged in it—unprec edented and goes beyond 
the functions that international agencies in the defense field have had 
to perform in the past. 

We have had many defensive alliances which have gone so far as 
to agree upon the principle of collective defense—one nation coming to 
the aid of another. We have had some to which the United States has 
not been a party but there have been many defensive alliances in which 
there have been staff consultations on how a threat would be met. 
But there has been no international defensive alliance which actually 

called for the creation of defense forces in peacetime, to have them 
on the ground in peacetime prepared to go. That is terribly obvious, 
but it does set the measure of the problem which the tre: ity organiza- 
tion faces. You will see that as you go around the countries and talk 
with the country teams. 

It follows from that that the precedents and the blueprints which 
we have had for ee in our plan of operations have not 
existed. We have been planning, organizing, and operating as we 
have gone along. We want you to consider that factor in your 
discussions with the gentleman that you meet later in your trip. 


ECC, A UNITED STATES AGENCY 


Before turning from the question of organization—and we will fur- 
nish you charts, terms of reference, and documentation—I want to 
stress again that we in this United States Agency, the ECC, believe 
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that the most important thing that we can do is to keep the United 
States agencies abroad functioning in close coordination. That is a 
word that we do not like, but it is the middle word of our name. We 
want to have close coordination, close teamwork, so that we at the 
very minimum can avoid what is apt to happen: namely, having 
one United States element possibly played off agaist the others. 
Our objectives, we believe, are in a measure that of achieving and 
keeping a unified, mutually supporting activity to achieve the | “nited 
States aims in Europe. 

General Eisenhower said that is our only objective. We are not in- 
terested in international do-good operations ; we are attempting, and 
I think you will have to measure the success after you have talked with 
us, to move ahead as a United States team on this side of the water 

From organization, let me get on to perhaps more substantive mat- 
ters from the point of view I want to speak and which will fit into the 
pattern when the other members of the committee talk to you. 


PERSPECTIVE OF PROGRESS 


First, another very perhaps obvious recital of facts 1s the perspective 
in time on this effort. We had a look ahead this morning with Gen- 
eral Eisenhower to 1952, 1953, and 1954. That is where we are all 
looking because time is the one factor that is most Important, but I 
want to suggest that we look back a couple of years and place this 
where we now stand in some perspective of the vears immediately 
past. It was just over 4 years ago that General Marshall made his 
Harvard speech. At that time the economies of the principal coun- 
tries in Europe were on the point of near collapse. 

Three years ago, the ERP had been legislated into effect by the 
Congress. We had the Brussels Treaty but as yet there had’ been 
ho serious thought given to a defensive organization which would 
involve the United States. 

Two years ago, in June 1949, the North Atlantic Treaty had been 
signed but not ratified by anyone. The principle of the United 
States participation in the defense of the west had been agreed upon, 
but the job of creating the defense remained entirely to be done. 

One year ago, July 1950, you had the treaty ratified and several 
meetings of the ¢ obncil. and a permanent organization under the 
treaty had yet to be established. I say it had yet to be established. 
We had the military agencies which were in part in being, but the 
permanent organizations which you will come in contact with on your 
trip had not yet come into being. 

Of course, it was not until the last 6 months that General Ejisen- 
hower's headquarters was established. So as we evaluate the progress 
that we are making and our treaty partners are making, I think 
we want to do that against the bac ‘kground of this rapid development 
inthe last year. It is really the last year that we must look to, I think, 
for the type of information that you Senators asked for, and we will, 
I think, try to confine ourselves to that. 

The question that we are most frequently asked, and which you 
asked this morning, is: “Will they fight?” That answer you had is 
probably as authoritative and convincing a statement and answer to 
that question as you will get. I am not going to try to repeat any- 
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thing that is relevant to that question. General Eisenhower gave you 
his estimate, and I think that represents all of our views. 


WILL EUROPEANS TAKE NECESSARY ACTION NOW 


But we have a corollary and much more immediate question which 
concerns us in the international agencies and that is this: Will they 
take the action now that is necessary so that they won't have to fight? 

Have they the will to resist, have they the will to tax themselves 
higher, extend the periods of service, and to put on civilian controls 4 
Do they completely appreciate the things that are necessary to tie the 
effort together into a more effective defense posture ¢ 

This problem, or these problems, are basically political problems. 
We, each of us in our Shige 1 rire fields, are dealing with these type 
of problems daily. By political problems, I mean problems which 
require decisions of sc ovabaniaals Take the political responsibility 
to extend their national service laws backed by their parliaments and 
ultimately by their public opinions as an example. 

It is this progress in the political field which I think is important 
for you to evaluate. We cannot generalize on that too much without 
greatly oversimplifying the question. You will get into it in talking 
with the Government officials each place you go. However, I do want 
to speak very generally, and I think quite briefly, from ~ political 
standpoint and I want to suggest one or two generalizations in which 
I think we on this side of the table concur. 


FIRMING UP EUROPEAN OPINION 


If you had to consider Europe as a single jurisdiction, I think you 
might divide its public opinion into three sectors: (1) Those who 
are with us in any event, (2) those who are going to be against us 
in any event, and (3) those who are in bet ween. 

Those who are against us in any event, of course, are the Com- 
munists. We have had our attention focused on this problem very 
steadily since that threat began to grow up to its proportions after the 
war. 

I am not going to say much about that today except to state— 
which I believe to be a fact, and I think we all believe to be a fact— 
that this hard core of Communists is having a steadily declining 
influence on the political situation in each country. It is no problem 
anywhere now except in France and Italy. I think that the ambas- 
sadors and the country teams in each of these countries will tell you 
that, despite the continuing large popular vote in France and Italy, 
it is a declining factor there. It is not to be minimized, and I think 
we must make up our minds that that hard core of Communist oppo- 
sition is going to be with us through the period that we are vitally 
interested in, but its decline is measured by other factors: Elimination 
from every governmment in the North Atlantic Treaty countries, 
decline in control over the labor unions, defections by important 
leaders, failure of political strikes, and failure to call politi ical strikes 
in situations in which that weapon would certainly be indicated, 
Their inability to obstruct the delivery of armaments. All of this is 
despite an active, and, as you know, a power ful press and propaganda 
campaign dictated by the Kremlin and its international apparatus. 
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MIDDLE ELEMENT IN PUBLIC OPINION 


Although you will probably want to ask a lot of questions of the 
country representatives, let us leave the Communists as a force of 
influence which is declining—which is still too large and must be 
reckoned with in France and Italy—and turn our attention to what 
I have called the middle element in public opinion. 

That, I think, we are inclined not to devote sufficient attention to, 
but I think we can point to great progress. Iam not referring to the 
parliamentary alinements, the confusing splinter groups that com- 
prise the governments—and that is an oversimplification—but the 
middle element in European public opinion as a whole. The grou 
after the war and for a number of years was misinformed, Sid 
apathetic, and there were those believing that the United States was 
trying to start a war and had aggressive intentions. That is the group 
from which the neutralists’ reinsurances were drawn. 

Basically the group probably existed because the existence of a 
clear alternative just was not apparent. When you question, as I 
know you do, the reasons for a large segment of public opinion here 
that doubts the intentions of the United States, and perhaps does 
not react as strongly as we did to the Soviet threat, you have to bear in 
mind the common denominator that you find on the Continent. 

Every country here has been defeated and occupied in the last 10 
years, an experience which the British and Americans have not had, 
but an experience which is important in political terms in any coun- 
try. A year ago you heard a great deal about neutralism on this 
side. Two years ago you heard more. I think now you hear a good 
deal less. You hear fewer instances of reinsurance and by that I mean 
the kind of businessman that thinks it is probably wise to have a known 
Communist on the payroll. I think we will touch that and I think it 
will be confirmed in this group that, in what I call the middle group, 
we can say that during the last year particularly we have seen 
progress. What is the evidence for it? 


NATIONAL SERVICE LEGISLATION 


Very briefly, I think that you would agree that the best evidence 
is perhaps what political action they take in legislation. Let us take 
two of the most sensitive nerves politically: National service legisla- 
tion, draft laws, and budgets. 

National service legislation: In every NAT country in Europe ex- 
cept Portugal, they have stepped up their periods of national service 
and in most of them they have otherwise strengthened their national 
service laws, increased pay, changed conditions of service, and so 
forth. I will not give you the details on that, but in some important 
cases such as the United Kingdom and Belgium they have come up to 
24 months, which is considered par by the military. In some cases 
they have, as in the Netherlands, made a slow start. They have from 
12 to 16 months, and now are going to 20 months; but as you well 
know, when the nations are exte1 \ding their periods of service, and 
modifying upward their draft laws, it means that public opinion is 
beginning to support the defense effort. 
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NATIONAL BUDGETS 


Now take budget. I am not talking about adequacy, as Mr. Katz 
will cover that, but let us take budgets as an index of what we call 
firming up of this public opinion behind the effort. 

They have gone up over all in Europe 75 percent over pre-Korea. 
The trend is up everywhere. The percentage is not as high as in the 
United States, and not as high in some countries as it will be by the 
end of this year. In every countr y the trend is up; in some cases it is 
adequate and it is inadequate in others, but there again there are 
increased defense budgets, which means increased taxes. You can 
have figures on that, and the details we will gladly give you in docu- 
mentary form. 

There are other indexes, increasingly courageous action by the gov- 
ernment which does not require legislation in going after the Com- 
munists—banning subversive organizations, dissolving Communist 
fronts, firing members of the government who take part in Communist 
demonstrations—things which several of the governments a year ago 
would not have faced up to. We see almost. every month, I think, 
evidences of an increasing confidence shown in that direction. Action 
in other fields such as in the position of civilian controls is a little 
slow, but there are some notable examples of progress. All that has 

taken place but not without some political pain in the governments 
concerned. 

As you know you had a government crisis in the Netherlands where 
they were without a government for 7 weeks. Basically the issue there 
was the defense effort complicated by domestic policies. One of the 
leaders there had taken a position on the Indonesia problem. Do- 
mestic problems complicate their decisions as they do the ones that 
you do, but at the end of the 7 weeks, the Netherlands came up with 
a budget which was very greatly beyond the earlier figure. 

In the United Kingdom there was the Bevin episode which rose on 
the issue of some payments under the national health scheme. None- 
theless, the British people were solidly behind defense. I think the 
people in London will tell you that they doubt that the Labor gov- 
ernment would a year ago have pressed for the defense program, 
against the defections of some of their most important leaders. I 
think you can read encouragement in the parliamentary episode there. 


IMPACT OF EISENHOWER’S LEADERSHIP 


The reasons for this firming up, which I think you will find con- 
firmed as you go around, are basically three. One is the appearance 
of General Eisenhower on the scene and the creation of Genereal Ei- 
senhower’s force. I would like to suggest its importance with an 
analogy to General Eisenhower’s appearance in north Africa and 
the resistance movement in France of which I had some personal 
knowledge. 

After the defeat in 1940, the resistance movement in France was 
limited to some very few for several years. The reason basically was 
that there was no apparent alternative, no way out. With the north 
African landings, the alternative became apparent and the spirit of 
the French improved, and by the time we got to France in 1944, the 
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French resistance was an extremely powerful factor that gave a great 
many of our military the kind of conviction that General Eisenhower 
expressed this morning: that the French had under the proper and 
right conditions the will to fight and the courage that they have shown 
before. 

The appearance of this aspect of strength we are beginning to see 
from SHAPE, General Eisenhower’s le: adership. The air maneuvers 
in Holand last month were a very good thing for the Dutch. They 
were not American jets; the. jets, the Belgians and the Dutch had 
built together, but they had a great effect on the population. The 
tanks that the French are using happen to be our tanks. They are the 
first good tanks they have seen. There were recently some B-36’s 
over Paris and they did not do any harm either. The first tangible 
signs of military strength have given the people here under the gun, 
and who have had this complex of fear groomed into them for the 
last 3 or 4 years, a new feeling. Fear is a weapon that the Russians 
are extremely adept at using. I think the aspect of strength is ex- 
tremely powerful, and, I say, the most important factor in this in- 
creased will to resist. The general mentioned morale and confidence 
this morning. 

I think second only to General Eisenhower’s leadership is the United 
States equipment, commencement of training, and the success in 
Korea which has had a great deal to do with ‘the action, as we well 
know. 

In evaluating the progress in this political field during the last 
year there are one or two adverse factors that you have to keep in 
mind. One is that everywhere in Europe through perhaps accident, 
or as a result of the incomplete postwar adjustment of their parlia- 
mentary processes, you have insecure governments. [Deleted.] That 
makes it more difficult for them to take decisive action. You also 
have—and this is perhaps increasing and must be checked—the fear 
of inflation which is a great deterrent to political action and a power- 
ful force in public opinion in every country. 

Here again, you have to recognize a common denominator. Every 
country on the Continent has seen its currency go down the drain 
within the memory of the present generation. That is a spector of 
inflation which is something that is not an economist’s argument here; 
it is a very real force. 

I do not mean to say that this firming up of public opinion behind 
the defense effort and specific action that has been taken all along the 
line are yet adequate or fast enough. It has been uneven as bet ween 
countries and within countries. Some countries have gone far in 
some respects. Take the Netherlands. They have put on a set. of 
controls on civilian consumption well beyond the others. I think 
they are as complete as anyone would ask. They have been weak, 
however, on their national service legislation. | Deleted. ] 


TIME FACTOR 


One final thought, gentlemen, is the time factor. This is anything 
but a static situation and what may be adequate today, or what may be 
as much as we can expect of these governments, may be exceeded 6 
months from now in the right combination of circumstances, 
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There is a point beyond which it is not in the interest of the United 
States to press certain types of action at a given time. That involves 
difficult judgments, and that is the kind of thing we are trying to 
reexamine among ourselves on this side of the table. We do “not 

consider, if we say today “this is as much as a certain country can be 
expected to do,” that that represents the final answer. U nder certain 
conditions of an expanding economy, which I hope Ambassador Katz 
will say something about later, that can be exceeded. 

Just to complete this general introductory statement, I would 
repeat that we believe on the political front momentum has been 
established during the last year, and particularly since General Eisen- 
hower’s arrival. “We think neutralism is declining, the Communist 
influence is declining, and we think there is evidence of increasing 
support for these difficult legislative actions which are essential to get 
this program well rounded and in adequate shape. The essential 
elements that we can supply are continuation of United States leader- 
ship, continuity, steady support, steady pressure, and support in terms 
of the aid program, the details of which we want to discuss with you. 

Now, Senator Green, that concludes what I should like to say as a 
statement. It is not a prepared statement, but it is remarks which I 
wanted to place before you. I would be glad to answer questions. 
We rather divide up the field on this side of the table—General Handy 
on the military-aid program, Ambassador Milt Katz and Tyler W ood 
on the economic side, and Bill Batt and Rod Herod on production 
matters. 

I don’t know whether you care to question me first or hear the 
opening statements of the others and then go from field to field. 

Senator Green. I want to congratulate you on your very lucid and 
clear statement. It gives us desirable background. I would suggest 
that we be allowed to ask questions of you, and if you think somebody 
else can answer, he can do that. 

Let me make a suggestion, if I may. These alphabetical agencies’ 
abbreviations, we have to stop sometimes to pick up. Ifthe first time 
you use an abbreviation, if you would spell it out, perhaps after that 
we can bear it in mind. TI will ask one or two minor questions. 

Ambassador Sporrorp. May I interrupt to say that we have a glos- 
sary here which we are going to distribute. 

Senator Witry. You need one, too. 

Senator Green. If you do use them tell us what those initials stana 
for. 

Ambassador Sporrorp. ECC is the European Coordinating Com- 
mittee which is the group you see before you. NATO is the North 
Atlantic Treaty Organization. Those are the two terms that we can- 
not avoid using in abbreviations. 


BUDGET INCREASES 


Senator Green. I think we will understand those two but if there 
are others that you might use, follow my suggestion. 


The over-all 70 percent of the budget increase: is that military ex- 
penses ¢ 


Ambassador Sprorrorp. Defense expenditures. 
Senator Green. Can you break that down by specific countries ? 
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Ambassador Srorrorp Yes, I think I can give you that. Perhaps 
we have a chart on that. 

Senator Green. It would help a great deal. 

Ambassador Sporrorp. Take Belgium and Luxemburg; I will give 
you three figures. 

Senator Green. Give us the percentage of increase. 

Senator SparKMAN. From what date? 

Ambassador Sporrorp. Pre-Korea to the present. Let me go back 
to three figures. 

Senator Brewster. Seventy-five percent doesn’t mean anything 
unless you know what it applies to. 

Senator Green. It applies to the total of all of these countries put 
together—a 75 percent increase in the budget since the Korean conflict. 
I would like to have the corresponding “figures for these countries. 

Senator Brewster. I thought you referred to the three figures he 
was going to give us. 

Senator Green. No; the corresponding figures for each country. 
Some must be more than 75 percent and some less than 75 percent. 

Senator Brewster. My point is that if the 75 percent is not 
explained it does not mean much. 

Senator Green. It is a percentage of the budget and in every case 
it means a good deal. We can have the other figures, too. If we 
had those, I think it would be clearer than getting the figures for 
each country. 

Senator SparKMAN. I would suggest that the full table be printed 
and made available to us. 

Ambassador Sporrorp. I think that is a good idea. 

Senator Green. For this purpose, we want to have an idea which 
countries increased a percentage of the budget and which ones per- 
haps not at all. 

Ambassador Sporrorp. Let me give you these figures and then we 

‘an include a chart of that later. Belgium, which includes Luxem- 
bone: budget pre-Korea was $207 million. That is up at the present 
to $367 million on a fiscal year basis which is about an 80-percent 
increase. 

Senator Green. Percentage? 

Ambassador Srorrorp. Eighty percent increase. 

Denmark’s pre-Korea budget was $53 million; the present plan is 
$105 million. [ Deleted. ] 

Senator Green. If you do not have that, may I ask you another 
question related to it ? 

Ambassador Srorrorp. I can continue with these. 

Italy, 80 percent increase. 

Netherlands, 60 percent increase. 

For Norway, this memorandum is not reduced to percentage; 100 
percent for it. 

Portugal, no significant change; and for the United Kingdom, I do 
not have the percentage. I am not prepared on the exact percentage 
for each country. 

Senator HickrenLooper. UK? 

Ambassador SporrorD. $2.2 billion pre-Korea, and they adopted 
during the year a program for $3.8 billion. 

Ambassador Karz. That isa lift. 
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Senator McManon. Is that in dollars? 

Ambassador Karz. Translated into dollars. 

Senator Green. Portugal made no increase in the percentage of its 
budget? | Deleted. | 

France, pre-Korea, $1,640,000,000 ; presently planned, $2,450,000,000. 
That is about a 50 percent increase. 

Senator Green. I just want the percentage. I would like the table 
to show all three, but if you have got it readily available, would you 
furnish us that ¢ 

Ambassador Srorrorp. Ihavethat. I can give the percentages only 
if you wish. 

Senator Green. How is the 75 percent computed ? 

Ambassador Sporrorp. That is computed by taking the totals, 
which add up to $5 billion pre-Korea and $8.6 billion for the present 
budget in terms of the United States fiscal year. | Deleted. | 

Ambassador Srorrorp. This is again, Senator, probably an over- 
simplification, but one test is the number of men per thousand that 
are in the Armed Forces. Britain, France, and the United States are 
the highest. The latest figure we have for the United States is 20, 
for Britain it is 19, and I believe for France it is 18. 

Senator Brewster. As of what date is this figure? 

Ambassador Sporrorp. I think that is as of probably—— 

General Hanpy (interposing). I think it is under a projected 314 
million strength, Senator. We have 150 million people. It would 
be about 1 for every 20. 

Senator GREEN. Suppose you go down the list of countries you have 
now. UK, France—and what was the other country? What is your 
opinion as to the degree of satisfaction ? 

Ambassador Sporrorp. It is difficult to generalize in a couple of 
words and characterize a country’s defense effort. [ Deleted. ] 

Italy—and I am running down the list in a general way—last fall 
started with her defense budget t and said that all that could be done 
was an additional $80 million. DeGasperi has presented a supple- 
mentary defense budget of $400 million this spring. It went from 
$80 million to $400 million. This is a supplementary defense budget 
which is added on to the initial budget of $500 million. Isn’t that 
right, Milt? [Deleted.| The feeling about Italy seems to have gotten 
a good deal confused and, as General Eisenhower said, Italy’s number 
of men in the Armed Forces is complicated by the peace treaty. She 
cannot put all her manpower in. At the present time, I do not believe 
that there is anything effective to prevent them from doing what they 
ought to do. 

FRENCH EXPENDITURES IN INDOCHINA 


Senator Green. If that is true of Italy, I would take into account 
the defense expenditures in France which goes to Indochina. 

Ambassador Sporrorp. You mean in connection with the French 
effort ? 

Senator Green. Yes. 

Ambassador Sporrorp. As the general said this morning, the af- 
fair in Indochina is a drain on the French of a very serious order. 
I think that France has spent in Indochina, a sum greater than the 
entire economic aid she has received from the United States—just on 
the general order of magnitude on the financial side. She has taken 
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a severe number of casualties. I think the general used the figure 
29,000 dead, and that, of course, since they are not sending national 
servicemen to Indochina, involves a loss of a great many men who 
would be their noncommissioned officers and leaders to form their 
new divisions. 

Italy, with what she has been given, is doing a great job of train- 
ing. The general mentioned it this morning. ~ Field Marshal Mont- 
gomery has reported enthusiastically on the state of training. Gen- 
eral Hi andy may want to cover that more in detail. The spirit of the 
Italians is definitely up. She has limited economic resources because 
the per capita income is $235. [ Deleted. | 

Ambassador Sporrorp. Netherlands pre-Korea budget was at the 
rate of $246 million and the present plan for 1951-52 is $395 million. 
That is a 60-percent increase. We say that is satisfactory for the 
Netherlands because the Netherlands has probably taken more of an 
economic dislocation than any of the other countries. That again is 
Ambassador Katz’ field. Her empire is gone, the terms of trade were 
reversed badly. Trade with Germany is s down, and the Netherlands’ 
economic position is not good. But she came up with a 60-percent in- 
crease as one of the results of this rather long and drawn-out cabinet 
crisis of this spring. 

Senator Green. Belgium? 

Ambassador Sporrorp. The general estimate on Belgium is that 
economically Belgium is in better s shape. She is one of the three 
creditor countries, the other two being the United States and Canada, 
and I think it is the judgment of the people that Belgium could stand 
a heavier load economically than she is carrying. [ Deleted. |] In our 
impression she is doing very well with what she has. There are ad- 
vances in training. She went toa 24-month period of military service, 
which is top, and on the military side she is doing adequately. On 
the economic side I think the judgment of the ECA people is that 
she could do more than she is doing. You will, of course, get these 
more accurately when you talk to the country people. This is a 
terrific broad brush, and is sketchy, but in general it represents at 
least my view which is roughly concurred in by my colleagues. 

Senator Green. Senator W iley, did you have any questions? 


MORALE OF ALLIES 


Senator Wiiry. I have only one or two questions. On this subject 
of morale in regard to these various countries, do you agree with the 
conclusions of General Eisenhower this morning ? 

Ambassador Sporrorp. I do. 

Senator Wirry. There is one factor not mentioned to which it seems 
to me that I would like your reaction. Certainly the people in 
so-called free countries must know pretty well what so-called folks 
are not enjoying in the satellite countries. They have that contrast 
before them, haven’t they? I refer to the question of poor economic 
conditions, the question of liberties being contained and restricted. 
Don’t they know that? 

Ambassador Sporrorp. I think that some of them do. The closer 
you get to it, the more they know about it. The best example of that 
is West Berlin and the Germans. The people here do not know; the 
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man in the street probably does not have the facts as fully as he should. 
He is learning more about it all the time. 

Senator Wizey. It would be the best kind of propaganda in favor 
of free people to let them know the facts of life. Let them know 
they are subjugated people. I wonder if we are missing the boat and 
do nothing about that. If we want allies on the European con- 
tinent, it seems to me that the best way to get them is for them to know 
what the folks in the subjugated countries are going through. Cer- 
tainly the French and other people we think are allies must have some 
concept in relation to the freedom that is involved in case they become 
enslaved. Or, have they become so, shall be say, affected by the last 

wars, that they do not think, or what is it ? 

Ambassador Srorrorp. I think the effect of the last war, as I say, 
and of being defeated and occupied has created a situation which has 
existed—the situation which General Eisenhower talked to you about 
this morning. 

Senator Wixry. Is it fear, or dull mental and physical condition, or 
what is it? 

Ambassador Srorrorp. I think it is a combination of a couple of 
things, Senator. One, it may be the thing that you pointed out—a 
lack of a clear appreciation of what they have. 

Secondly, in some cases what they have is not as good as what they 
would like. That accounts for perhaps the big Communist vote in 
Italy because their state in the present order of “things i is not as high 
as it ought to be. That is a long-range problem, but that unquestion- 
ably is a factor in some places. 

I think the third is the feeling of what can you do about it? They 
have all a lesson in the futility of ineffective defense and the ‘y have to 
unlearn that. I think that as they see that it is possible to ‘block off 
what they have been told by propaganda was just a red tide that 
could not be dammed, they will begin to pick up their confidence and 
their will to resist and to do something about it to increase it. 





IMPORTANCE OF INFORMATION AGENCIES 


Senator Winey. The real question with all of us is, Where do we go 
from here?) We know what the past contains, and you are confirming 
the conclusions that through the efforts of our Government, spending 
of our money, and through your people being over here demonstrating 
collaboration and cooperation, that there has been an increase in the 
spirit of the people here. I also get the idea that while the increase 
is little, we have not succeeded in doing that which would make it 

adequate in case, as you said, the balloon went up tomorrow. You 
would not find that spirit of cooperation. It occurs to me as I listen to 
you that either the folks here—a large percentage of them—are so con- 
cerned that they do not see what it ‘would mean to be enslaved on the 
continent, or they are so filled with fear and want that they do not 
care. How can we best meet whichever situation there is? 

You say to us, “Continue ECA.” You say, “Vote $8.5 billion for 
that and military aid.” We come across and we say to you, “What 
about the Voice of America and other activities that will contribute 
to building and bringing up this morale?” We are here to get the 
answers given to us. 
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Ambassador Sporrorp. I think that we all feel that operations of 


the propaganda agencies, the information agencies of the govern- 
ments, ought to be stepped up. I think there is a good deal to be 
done in nongovernmental ways. There are some good examples here 
in France which you probably will be told by the French country 
team. There are nongovernmental activities that are going on in the 
way you suggest. I think one of them has been placarding parts of 
France with comparisons of periods of military service—4 years, or 
something like that, with the 18 months in France. They give them 
that sort of thing. That has been a hot issue here, and I think that is 
being brought home. 

I think the propaganda and information activities are vitally im- 
portant to this whole operation. I think a good deal can be done 
through the treaty organization itself. We have an information serv- 
ice with an international staff which is feeding material out to the 
national information services. It is not by any means adequate yet, 
but it is a start and a field we have to move into increasingly. 

When you say, Senator, that European defenses are inadequate, 
if the balloon goes up, you must remember the whole picture. We 
had a tremendous establishment at the end of the war and it was 
reduced. The rest of them had nothing and they are re-creating their 
capital of defense. To speak in terms of the material side—equip- 
ment, man-hours of training, and production lines—I think we can 
say that there is very real progress. And I think the nonmaterial 
side which you are talking about is progressing in step with the 
material side. 

At some point in the next few years we will see that resistance point 
which General Eisenhower spoke of this morning. It is moving and 
it is, I think, despite these shortcomings that we all have to bring 
out to you. It is moving in the right ‘direction and is consistently 
moving ahead. 


UNITY WITHIN EUROPE 


Senator Witry. One hope and sentiment which I got from the Ger- 
mans was on the consideration of a unified Europe. Do you see any 
hope for a United States of Europe? 

Ambassador Sprorrorp. You say a United States of Europe based 
on a counterpart of our United States? That is, a close federal union? 
I do not see any hope for that in the next few years. I see a very 
real sign of what General Eisenhower mentioned, an inc reasing feel- 
ing on the part of a great many Europeans, and what is more im- 
portant on the part of the youth of France and Germany, that the 
future of France and Germany depend on their getting together. 
Mr. McCloy will tell you that in speaking for the German situation, 
and I think we see that here in France, too. 

The Schuman plan was a long step forward. Put it in those terms: 
Last fall, and as late as December, the question of German rearma- 
ment was a born taboo. If we started talking about it on this 
side of the table, the French could not talk about it. That was some- 
thing they would no more discuss than 3 years after the Civil War 
you ‘could have got the people from Columbia, S. C., to talk shout 
rearming the North. There was a deep feeling there, but there is 
no longer a taboo, They have been talking to the Germans all this 
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spring on a military plan. There have been discussions between 

German and French officers, and German and French political men, 
and they have made real progress. It is not all ironed out yet, but 
that is the kind of thing that is happening. If you look at it in 
perspective, it has been happening remarkably fast, considering the 
long background that you just mentioned. 

Senator Winey. We have been given a lot of talk concerning Russia 
and her potentialities, or we have been given the facts about it. It 
seems to me that we have been given the facts that either E uropeans 
are going to fight or die. I do not care how you bring about unity, 
but it seems to me that the deeper we get into the picture—I am not 
the first one to say this, and I understand Eisenhower said something 
to that effect not too long ago—I wonder how far that yeast is fer- 
menting, how deep it is fermenting. 

Ambassador Sporrorp. I think it is working in most of Europe. I 
think you have had the political leaders who can ide ntify themselves 
with it, but I think the most hopeful thing is to get at the younger 
element in Germany and France who, I underst: and, is in support “of 
the movement. 

Senator Wirey. That is all I have. 

Senator McManon. Mr. Ambassador, our national income is about 
$280 billion. We will spend probably $70 billion for defense. This 
is roughly 25 percent. Would you give us the percentage of the 
national income which these other nations will spend? Do you have 
that figure ? 

Ambassador Sprorrorp. We have those figures, but not here. 

Senator McManon. I remember that Belgium was running at about 
8 percent a year ago and stepped that up to what the percentage of 
its national income is now. That would seem to me to be some meas- 
ure of the stamp of effort. I realize that for a millionaire to spend 
$10,000 to build a house is one thing and to ask a fellow with $100 
to give $50 is something else. We cannot make that an absolute test, 
but in some way it would indicate the amount of effort that they are 
willing to make. 

Ambassador Sporrorp. I would like to ask Ambassador Katz to talk 
about that. We have the figures and that is one of the indices that 
we have. 

Senator GREEN. Suppose we leave that for Ambassador Katz. 


ATTITUDES OF THE PEOPLE TOWARD NATO 


Senator McManon. I have one other question. You say we feel 
they are beginning to understand better than they have in the past. 
Is this org: inization any part of the technique of testing attitudes here 
or any research organization? I hesitated to use the word “poll” 
since it is discredited. 

Ambassador Srorrorp. There are polling techniques being used by 
United States organizations over here and we have some of the results 
of that. There have been some polls in Germany that the High Com- 
missioner does, and I think the people here in France had had polls 
taken. We here have not done it but we have the benefit of that. 
We have gotten the results of that. 








38 FOREIGN-AID PROGRAMS IN EUROPE 


Senator McManon. If I could, I would like to look those over. 
For instance, I would like to know what percentage of the people of 
France believe that we are going to pull out. What percentage of them 
are estimated on some kind of research organization polling process, 
what percentage of them think that we can get this job done? How 
do they feel about it? The effectiveness of this effort depends so much 
on what people think here on the Continent. What I want to know 
is What you think about it. I do not want to rely on somebody’s guess 
in an office because I have seen that happen before and we all ‘have 
been wrong. We ought to take advantage of these techniques of 
testing attitudes. ; 

Ambassador Sprorrorp. If it is agreeable to you, Senator McMahon, 
I would like Ambassador Katz to comment on that. He has had some 
first-hand experience with it. I do not know if there is any poll now 
in existence which will answer the question that you put, but I think 
the French team in some aspects would be better than an ivory-tower 
estimate of mine which is what you don’t want. 

Senator Green. I would suggest that you may refer these ques- 


tions to other witnesses and they may mi ake note of them and comment 
on them later. 


Senator Smith ? 
ECA RELATIVE TO DEFENSE PROGRAM 


Senator Soir. I have just two questions. ECA as originally 
set up is to wind up its activities as such this year. I think the future 
of it will be definitely allied with the military aspects of the defense 
prograin. 

Ambassador Srorrorp. Let me say this: I think the activities, pres- 
ent and future, to the life of the present ECA are already geared to 
the defense program. During the past year ECA programs have 
been bent in the direction of supporting the defense effort. That 
now exists. How long the ECA will continue as such is a question 
that you probably have more information on than we have. It is 
secheduled, according to the original terms of reference, to wind up in 
1952. 

Senator Sir. That is the reason for my question. The question 
I discussed is, Is ECA going to wind up as planned, in 1952, or at the 
end of this year? Its future activities will be ec ‘onomically geared to 
the defense program in Europe. 

Ambassador Sporrorp. Not only in the future, but the present. The 
ECA programs now are being administered in support of the defense 
program and one of the means by which we try to achieve that and do 
achieve it is this close working relationship which the defense side 
and the economic side has over here. 


DETERMINING DEFENSE EFFORTS 


Senator Smrrn. My other question is this: You used the expression 
“percentage of increase in defense in various countries.” Have you 
used the same yardstick in all countries to what is a defense effort? 
Do they just give you their reports, “We have increased our defense 
effort somuch?” How do we check this? 
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Ambassador Sporrorp. No; I think those are comparable figures. 
We have very good information on these efforts, perhaps almost better 
than that of the countries themselves. For the last 2 years, as a 
result of the Military Assistance Program, we have had on strictly 
defense matters a military mission in each NAT capital with very free 
access to defense establishments. The information that they are able 
to pull out and the questions they are able to ask have given the 
United States, I think, certainly full information. I would almost 


go so far as to say better information than some of the governments 


have because of our greater experience. 

Senator Smirx. | assumed that but I wanted to bring that up. 
You have not just taken the figures that they have given to you but 
have had the basis determining those figures ¢ 

Ambassador Sporrorp. | think we can assure you on that. I have 
these percentage figures that Senator Green asked about. I do not 
know whether you want me to read them now or just put them in the 
record. We will put them in the record afterward. 

Senator Green. Senator Sparkman. 


ECC PROGRESS 


Senator SpakkMAN. Mr. Ambassador, does the ECC stand for 
European Coordinating Committee ¢ 

Ambassador Sporrorp. Yes. We tried to avoid the use of the word. 

Senator SparKMAN. Do you have European members on that Com- 
mittee ¢ 

Ambassador Srorrorp, No. It is strictly United States. 

Senator SparKMAN. Is it the purpose of coordinating our program ? 

Ambassador SparKMAN. That is right. 

Senator SparKMAN. It has coordinated the economic program and 
the military program; is that right? 

Ambassador Sporrorp. General Handy is the officer who is respon- 
sible for the administration of the military program in Europe. Am- 
bassador Katz is responsible for the administration of the economic 
program in Europe. They meet together with the rest of us at least 
once a month and we have a combined staff that is currently in con- 
tact, the object being to relate those two elements of the program 
with the production side which Mr. Batt and Mr. Herod represent. 

Senator SrarkMAN. Under the bill sent up, if passed in that form, 
would this committee remain in the form it is in now? 

Ambassador Sprorrorp. I don’t believe there is anything to change 
that now. 

Senator SparRKMAN. As I understand it, you have given us a realistic 
discussion of progress made, and see if I am correct in what my 
understanding is. While there is much more to be desired, you do 
feel that considerable headway has been made in getting started; is 
that right? 

Ambassador Srorrorp. Yes. I think I can certainly support that. 

Senator SPARKMAN. And it is just a start. 

Ambassador Sporrorp. I would say it is more than a start, or at 
least a good start. I think it is moving ahead. I think the curve is 
incre: singly up and I think we can see the element of acceleration 
coming in. 
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Senator SparkMaNn. I thought I gathered from you a statement of 
feeling that one of the hardest parts of the job was actually getting 
it started and getting it turned up. While it had not turned up very 
far, you felt encouraged by the progress made to date. Is that right! 

Ambassador Sporrorp. I think so. 

Senator Sparkman. That is all. 

Senator Green. Senator Hickenlooper. 


EQUIPMENT ON GRANT BASIS 


Senator Hickentoorrr. Mr. Ambassador, under present plans what 
will these European countries do with the money that they have raised # 
I mean will they feed their soldiers, pay their soldiers, equip their 
soldiers, or will they just feed them and furnish certain uniforms and 
will we be expected to equip them? How will that money be spent on 
their part? How much will we have to give to make their soldiers 
battle worthy as units? 

Ambassador Sporrorp. As a general answer, the defense budget 
that they raise goes to support their military establishment, overhead, 
pay, uniforms, equipment, soft goods, and part of the hard goods. We 
come in—and General Handy will explain it to you—with heavy items, 
basically the hard goods. We will not furnish all by any means, but 
under the existing and planned programs, a substantial portion of the 
heavy equipment. Their defense budgets go for pay, training, main- 
tenance of the military establishments, the uniforms, and equipment up 
to a point where we pick it up with the heavy equipment. 

Senator Hicken.oorer. Do we give them a canteen, bayonet, rifle, 
or mess kit ? Could they pay for any part of that 

Ambassador Srorrorp. No; the military equipment in this program 
is furnished on a grant basis. We couldn’t give them any canteens, and 
I do not think we would give them any rifles. 

Senator Hickentoorer. I was just using that as an illustration. In 
other words, we give them things without being compensated out of 
their military budget. 

Ambassador Sporrorp. That is correct. 

Senator Hicken.toorrer. And there is no arrangement then, as I un- 
derstand it, for their buying and paying for any of the equipment of 
the United States. 

Ambassador Sporrorp. There is a provision in the law, and I will 
have to refer to General Handy on this. There may be some use of 
that provision but by and large I think the bulk of the equipment has 
been furnished by grant. Canada is buying everything. 

Senator HickeN.Loorer. What do you mean ? 


REIMBURSABLE AID 


Ambassador Sporrorp. I think there is a provision for that in sec- 
tion 408e; [ believe it is called reimbursable aid. 

Senator Hicken Looper. Is that reimbursable out of the funds they 
raised or out of the funds which we furnish them ? 

Ambassador Sporrorp. Reimbursed out of their own budget. 

Senator Hickentoorrr. The reason I ask the question is that we do 
sometimes find ourselves reimbursed out of the funds which we turn 
over or make available to these countries for various purposes. 
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Ambassador Sprorrorp. Senator, I don’t have the details on how we 
have acted on that in many cases, but we have discussed some proposals 
with the ECC recently for using that under two cases where we think 
it can be used. . 

Senator Hickentoorer. It is fair to say that generally speaking 
whatever equipment we send to them is on a grant basis ? 

Ambassador Sporrorp. That is right. 

Senator Hickrnioorer. Mr. Ambassador, after these armies or 
units are equipped, let us say at a reasonable or semistate of readiness 
with arms and equipment, clothing, and so forth, after that what is 
our program for either furnishing or not furnishing additional help 
to maintain them in their condition of battle readiness, or whatever 
minimum condition is required ¢ 

In other words, after we get to a certain point of equipping, and 
setting them up, can they go on from there under their own power so 
far as their troops and nationals are concerned, or would it be a matter 
of continuing with support from us, of their men, after they once get 
rolling ¢ 


EQUIPPING AND MAINTAINING FORCES 


Ambassador Sprorrorp. I think the objective, Senator, is definitely 
to relate the program to their economic capability of carrying it on 
after the forces are equipped. That is one of the limiting factors that 
comes in on the number of units, divisions, and so on. Perhaps a 
country ought to be asked only to put up the number of divisions that 
it can maintain. I don’t think that we are yet in a position to answer 
that definitely, but I think the feeling here is certainly that the 
programing has got to be so shaped that when it comes to the point 
where these units are equipped, that they can be maintained without 
continuing substantial American assistance. We have even talked 
about things such as spare parts. 

That is something that we are trying to do and the gentlemen at 
the end of the table will tell you that we are trying to work out a 
program so that even the spare parts can be furnished through Euro- 
pean production rather than continuing grants from the United 
States. 

Senator HickenLoorrer. Let us take some numbers by way of illus- 
tration. If France raises 20 divisions, let us say in a year or so, or 2 
years, or whatever the period of time, those divisions are reasonably 
equipped. Is it our present thinking that after that time France out 
of its budget will keep those divisions going up to a certain standard 
of efficiency and operational ability? Or, are we going to have to 
maintain and furnish part maintenance for those 20 divisions? 

Ambassador Sporrorp. On those I would say that the objective 
in planning for that period, which we have not yet reached, is on the 
basis that the countries will be able to maintain units that they are 
responsible for without substantial United States aid. I say “sub- 
stantial” because you have factors of obsolescence. Some of the 
equipment may have to be changed and some of it they may only get 
from us. We have not gotten very far into that field, but I think the 
feeling here is that it would be in line with what you have said. That 
is, economic capabilities of the countries to maintain these forces are 
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a factor that in part determine the size of the forces that they are 
being asked to create. 

Senator HicKENLOoPER. Obviously, the reason I ask that question is 
that it is going to be asked of us. It will be one of the first questions 
to be asked, whether this is an endless situation so long as these 
integrated armies exist, or whether there will come a time when they 
will carry their own load after being equipped and that we will be 
responsible for carrying our load for ‘whatever participation we have. 

I think that is it. Most of the other questions that I have been in- 
terested in have been asked. 

Senator Green. Senator Gillette? 


MUTUAL CONFIDENCE 


Senator Guerre. I have three questions to ask and I will try to 
make them brief. We were discussing with the chairman the estimate 
as to the contribution that these allies or associates are making. Do 
you have any information or opinion as to whether they are discussing 
whether we are making an adequate contribution ? 

Ambassador Sporrorp. I don’t think that I can answer that question, 
Senator Gillette. I think that there is a general recognition that we 
are going pretty well all out and I have not been approached by any of 
them with the suggestion that the United States effort should be 
stepped up. I think that is about the best that I can answer that ques- 
tion. 

Senator Gititerre. The second question is somewhat along the same 
lines. Any effort of coordination has to be based upon the soundest 
foundation of mutual confidence. It has been my experience in my 
immediate contacts that our people in the States are saying, “Why 
send our boys over there?” or, “Why don’t they do something for 
themselves?” 

I am also convinced and have learned from first- pene discussions 
that many of the people here are saying, “After all, it is our cities 
that are going to be bombed if there is trouble and it fa our communi- 
ties and our civilian population that is going to suffer.” They ask, 
“Can we depend on your people to stay w ith us?” Can you build a suc- 
cessful coordinated effort with those strong sentiments of mutual 
distrust ? 

Ambassador Srorrorp. I think it would be wrong to say that it is 
mutual distrust. I think there is a high degree of mutual trust. This 
whole defense effort as I pointed out has to measure itself in terms 
of months rather than weeks and years. I think that there is a high 
degree of trust and General Eisenhower has been the greatest factor in 
that. 

I think that in these international agencies there is an extremely 
high degree of trust, especially the one I am working with, and I 
think that the others will probably tell you the same thing. There is 
a give-and-take and an atmosphere of trust. To some of the people 
who have not been in it for the last few years, and to some of the people 
whose last experience in international affairs was in the war and who 
are now coming in say, “You have gone way beyond the extent to 
which we were operating at the end of the war.” You must also 
remember that this is not just a two-party but a 12-party arrangement. 
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I think that there is certainly in the organizations that are concerned 
with this—I am talking about them primarily rather than public opin- 
ion—a high degree of trust. 

We are disc Josing information to each other very freely. But re- 
turning to the specific point you raised in your earlier question; 
namely, the extent of our effort. Insofar as the exercise that Ambas- 
sador Wood’s Finance Board is conducting, we are putting in submis- 
sions showing what the impact of this is on our economy just as the 
others are putting in submissions showing what the impact of their 
defense expenditures is on their economies. It can be said that we 
are comparing notes. 

I think that the point of your second question is clarified by the first. 
I think that you have a beginning and a feeling—SHAPE was the 
turning point—that we don’t want somebody holding our coats while 
we take on the Russians. You are really going to be with us. The 
creation of a combined force and General Eisenhower's appointment 
pretty much eliminated that feeling. They know that we are here. 

Senator Giuzetrre. You feel that progress has been made in mutual 
confidence ¢ 

Ambassador Sporrorp. Yes 

Senator Girterre. Thank you. 

Senator Green. Senator Brewster ? 


COMPARING DEFENSE EFFORTS 


Senator Brewster. Mr. Ambassador, the figures that I have show 
that pre-Korea, the United Kingdom apparently increased military 
expenditures by about 50 percent; the United States about 300 per- 
cent. Does that correspond with your underst: inding ¢ 

Ambassador Srorrorp. I have the figures for France, 77 percent, and 
the United Kingdom, 70 percent. 

Senator Brewster. I am taking this from an official report of our 
committee of about 2 months ago for 1950, 1951, and 1952 and those 
indicate that 

Ambassador Karz. Budgets here have gone up since then, Senator, 
for fiscal 1952. 

Senator Brewster. This is for fiscal 1951 which is the basis of the 
comparisons. Even at the figure of 70 percent compared with our 
figure of 300 percent that is going to be a startling contrast. We 
increase 300 percent and we have nothing more at stake than they 
have. 

I think that whatever information any of you can give us on this 
as to any procedure to rationalize that it would be very helpful as 
to why we are able and willing to do that and why the others are not 
going to be able to do that. Some of you may wish to address your- 
selves to that, perhaps now. 

Ambassador Sprorrorp. I am afraid that I have already taken a 
good deal of time. 

Senator Brewster. Perhaps the Ambassador will speak of that 
when it comes his turn. 

Ambassador Srorrorp. Let me say this: You are more familiar 
than we are as to the Washington picture, but perhaps these propor- 
tions are not right. The United States has a tremendously powerful, 
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resilient economic picture with a population that reacts almost 
immediately to an emergency. We must bear in mind that just 2 
years ago a good many people thought they could not be saved. They 
just thought | they could not be sav ed. 

Senator Brewster. You have this to answer: How have the British 
managed to increase their financial reserves by about $2 billion last 
year while we were going into debt and seriously increasing our 
burden ? 

The State Department told us that that was not intended in the 
operation of the program, but that was the result of it. Those are 
two questions to which the American people will want adequate 
answers. 

Ambassador Sporrorp. I think we will give them the facts and the 
best answers that we are able to furnish. I should like to have 
Ambassador Katz comment on that. 

Senator Brewster. Another thing is this percentage of men in the 
armed services. I imagine that General Handy could answer that 
as to the number in our armed services as of July 1, 1950. 

Does the general have that ? 

General Hanpy. Do you want it now ? 

Senator Brewster. For 1951, 1 meant. When the general discusses 
it, it will be all right then. What we have been receiving so far has 
been generalities about what is expected. What disturbed me was 
something I saw in the reports that we had added a million and a 
half men to our armed services while all of Western Europe was 
adding 100,000. What is the basis of that comparison ¢ 

I don’t know, but I would like to have figures that will give us at 
least accurate data as of July 1, 1951. 

General Hanpy. All right, sir. 

Senator Green. Would you rather have him answer that later / 

Senator Brewster. Yes. 

Ambassador Sporrorp. Some of these questions we will want to 
prepare tables on and other information for you. 

Senator Brewster. I think that you gentlemen ought to have these 
figures now. I don’t see why with this enormous aggregation, figures 
of that character should not be available now. We are constantly 
being furnished with figures about last December, or next December, 
or some other item like that. 

If it is a fact that we are going to put some men under arms, and 
others are still talking about that, I think the American people are 
entitled to have the facts and so far we have not been able to get them. 

Ambassador Srorrorp. I think that we can give them to you today, 
Senator. 

Senator Brewster. I hope so. 

Senator Green. Now, I would like to again draw your attention to 
the statement I made before. This examination has lasted an hour 
and three quarters and at the present rate we are going to get through 
around breakfast time tomorrow morning. I would suggest that we 
bear that fact in mind and in the future the Senators will refrain 
from asking for information already given, and in turn the witnesses 
will refrain from volunteering information which has already been 


given. If that is done, I think it will shorten these proceedings 
considerably. 
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What we have already heard has been valuable and desirable but 
I did want to repeat that. 

Will you continue with the next witness? 

Ambassador Srorrorp. I would suggest that General Handy be 
heard from next. 


STATEMENT BY GEN. THOMAS T. HANDY, UNITED STATES MILI- 
TARY REPRESENTATIVE, MILITARY ASSISTANCE ADVISORY 
GROUP (MAGG) 


General Hanpy. I would like to talk to you, as Ambassador Spof- 
ford has implied, on the military activities of our European partners 
in the North Atlantic Treaty Organization during the past year, and 
on the impact which the Mutual Defense Assistance program— 
MDAP—has had on the development, by them, of a satisfactory mili- 
tary position in Europe. 

As the United States Military Representative for Military Assist- 
ance in Europe, I am responsible to the Secretary of Defense and the 
Joint Chiefs of Staff for the military aspects of the program. The 
Joint American Military Advisory Group in London, under General 
Kibler, serves as my staff. This joint service organization works very 
closely with the other regional agencies and coordinates the military 
part of the program with the Office of the United States Deputy 
(Ambassador Spofford) for political aspects; the Office of the Special 
Representative for ECA (Ambassador Katz) for economic aspects 5 
and the Office of the United States Representative, Defense Produc- 
tion Board (Mr. Batt) for matters relating to European production. 

As Mr. Spofford has indicated, at the country level there is a country 
team of which the Military Assistance Advisory Group, also a joint 
Army, Navy, and Air Force organization, carries out the military 

portion of the program. This group is responsible for the program- 
ing of end items and training; for requisitioning, receiving and turn- 
ing over equipment as well as its subsequent inspection to insure 
proper utilization; and for the military aspects of stimulation of 
programs for indigenous production of military matériel. At both 
the country and the European regional level, the military organiza- 
tions work in close coordination with their State Department and 
ECA counterparts. 


INTEGRATION BETWEEN MDAP AND SHAPI 


We recognize that the closest integration must exist between the 
United States agencies responsible for MDAP and SHAPE. Gen- 
eral Eisenhower, however, does not desire to affect his international 
status by assuming responsibility for what is strictly a United States 
program. [Deleted.| But steps have been taken to insure that pro- 
grams are thoroughly in consonance with SHAPE’s force require- 
ments, General Eisenhower's plans for their employment and his views 
as regards interservice and intercountry priorities. 

In considering the present status of the NATO nations, it must be 
remembered that most of our European allies suffered seriously dur- 
ing World War IT in losses of manpower, resources, and productive 
means. Moreover, with the exception of the United Kingdom and 
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Portugal, their military services were wrecked and their military 
equipment largely destroyed. Our allies, therefore, had a very poor 
foundation upon which to rebuild their military forces. 

They were forced to begin their rebuilding with odds and ends of 
equipment which were s salvaged after the German surrender, or were 
acquired subsequently from ‘the United States, the United Kingdom 
or various other sources. Following the surrender of the Europe an 
armies early in the war, no new officers and noncommissioned officers 
were trained. I think General Eisenhower touched on that this morn- 
ing. These, as you know, are the backbone of any efficient military 
organization : the instructors of recruits, the maintainers of equip- 
ment, and the basic combat leaders in battle. 


END-ITEM EQUIPMENT 


Given sufficient time and the will, our allies could achieve a meas- 
ure of military stability with a minimum of assistance. However, 
with increased evidence of Soviet aggressiveness, time has become 
the essential consideration. Our NATO partners cannot achieve the 
goals, called for by the European defense plan, unless they are given 
substantial United States assistance in the form of United States 
end-item equipment, training assistance, production know-how, raw 
materials, and the many other things which a modern army requires 
and which are essential to the successful waging of modern war, to- 
gether with whatever economic help is required to support the basic 
economy upon which the military effort rests. 


UNITED STATES MILITARY ASSISTANCE, FISCAL 1950 


The first program that we had was for the fiscal year 1950 program 
and I am now talking about the title I countries. Of course, in that 
is included this group of European countries. I believe the figure for 
that is somewhere around $890 million. This program had the fol- 
lowing objectives: 

1. Army: Meeting the deficiencies in major items of equipment for 
divisions in being in the NATO area 

Now I would like to stop there for just a minute because several 
questions have been raised along that line. Senator Hickenlooper 
raised the question of the extent of this equipment and then a little 
later I will try to tell you how one of these programs was made up. 
It is purely on a deficiency basis. In other words, we have not started 
out to equip anybody. All we tried to do was to supply the deficiency 
after they have done all that they could. As Mr. Spofford has brought 
out, generally it has been in the heavier equipment, the hard goods, 
th: at our contribution has been. 

. Navy: Providing spares for equipment in being of United States 
origin and vessels and equipment to build up units ‘for the protection 
of sea lines of communication and harbor defense. Major units in- 
volved are coastal minesweepers, destroyer escorts, net vessels, motor 
torpedo boats, aircraft for antisubmarine warfare, aircraft for car- 
rier use, landing craft, together with minesweeping, ordnance, and 
electronics equipme nt. 

Air Force: Providing fighter bomber aircraft, medium bomber 
aircraft, transport aircraft and training aircraft. 
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UNITED STATES MILITARY ASSISTANCE, FISCAL 1951 


The fiscal year 1951 and supplemental 1951 end-item program, 
= billion, was in general designed to supply equipment for— 

. Army: Divisions in being and mobilized by these countries by 
D sia 15. 

2. Navy: Spares for equipment in being and provided in 1950 and 
to expand forces available for antisubmarine warfare, mine sweep- 
ing, and harbor defense, as well as eigen nization equipment for some 
existing minor naval vessels. The Navy fiscal year 1951 includes 
co oastal 1 mine sweepers, destroy escorts, patrol craft escorts, ocean type 
mine sweepers, ordnance equipment, and modernization of vessels 
on. hand, as well as antisubmarine warfare aircraft. 

Air Force: Fighter bomber aircraft, tactical reconnaissance air- 
craft, transport aircraft, coastal aircraft, coastal patrol aircraft, and 
training aircraft. In addition, miscellaneous aircraft are being sup- 
plied for use in air-sea rescue and aerial early warning. 


PROPOSED PROGRAM, FISCAL 1952 


The fiscal year 1952 end-item program, $4.7 billion, which is the 
one that you gentlemen are particularly interested in, is designed 
to supply certain maintenance equipment to supplement the 1950 and 
wee programs and to furnish certain major items of equipment for: 

1, Army: Forces mobilized by D plus 90 days. That does not mean 
all mobilizable but that is all this program provides for. In addition 
it will provide for partial training equipment of some additional 
divisions. 

2. Navy: To provide large numbers of mine sweeping, escort ves- 
sels, and supporting equipment pointing toward rounding out harbor 
defense, mine sweeping, escorting, and vessel modernization require- 
ments. The program includes coastal mine sweepers, destroyer es- 
corts, patrol craft, patrol craft escorts, submarine chasers, oceangoing 
mine sweepers, net tenders, antisubmarine naval aircraft, and ord- 
nance and electronic equipment for the moderization of Italian 
frigates. 

Senator Witry. Are those results that yeu are giving us there? 
Does that come from the Ambassador’s committee? I understand that 
the Ambassador is the head of the committee formulating needs. 

General Hanpy. That is right. I will try to cover later how these 
programs are made up. 

Senator Winey. Is this the total of all of the programs? 

General Hanpy. Yes, for all of the title I countries. 

Senator SmirH. What does that come to? 

General Hanpy. $4.8 billion for end items. That is finished prod- 
ucts, training, and certain stockpiling. I think that the total figure is 
around $5.3 billion, or something like that, for military aid for 
Europe. 

Air Force: Additional jet fighter bomber squadrons with attri- 
tion aircraft and partial war reserve, tactical reconnaissance aircraft 
with attrition and a small war reserve, transport aircraft, coastal 
patrol aircraft, and training aircraft. 
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STATUS OF DELIVERY ON MILITARY AID 


To date, approximately 50 percent of the fiscal year 1950 end-item 
program, by money value, has been delivered. This delivery figure 
does not represent a true picture of the situation, due to the fact that 
many of the items contained on the program for fiscal year 1950 were 
taken from surplus stocks and the costs of these items have been 
small. In examining the status of deliveries on an item basis, as 
compared to that figured on a dollar basis, the picture is much brighter. 
For example, 95 percent of the tanks, 75 percent of the antiaircraft 
guns, 68 percent of the vessels, 98 percent of the aircraft, and 89 per- 
cent of the vehicles have been received by the recipient countries and 
put intouse. Deliveries under the 1951 program are we commencing. 

The initial delay in deliveries is due, of course, to the long lead 
time required for items which come from new production and to the 
impact of Korea upon the United States supply position. In other 
words, this program was started before Korea and when the war 
started in Korea it had to be slowed down. We shipped things there 
instead of here. As you gentlemen know, some of these things will 
not be delivered for 18 months and some of them will run into a 
couple of years after the contracts are let. They consist of such things 
as electronic equipment, aircraft, and so on. They represent things 
that it takes a long time to manufacture. So much for the status of 
actual deliveries. 

Now, I would like to throw in a word about figures. They are a 
terrible thing and it is always hard to get the same set of figures. 1 
notice that Senator McMahon had the President’s report on 6 months 
of MDAP and he probably found different figures in there. What I 
have given here is the stuff that is actually in the hands of these people. 
Some of these others may count it when it is shipside, in New York, 
and so forth, but the figures that I have given are what the military 
advisory groups in these countries have reported that they have actu- 
ally received. 


IMPACT OF MDAP ON EUROPEAN MILITARY PICTURE 


Now, what has been the impact of MDAP upon the European mili- 
tary picture? 

The Mutual Defense Assistance Program is positive proof to the 
Europeans that the United States is wholeheartedly behind the 
NATO defense efforts: and this moral and physical bae king has gone 
a long way to erase the apathy—I think Senator Wiley referred to 
that—with which they have heretofore been plagued and is encourag- 
ing them to increase their own efforts toward raising forces and manu- 
facturing munitions. Some specific fields in which their efforts have 
been stimulated by MDAP are: (1) Service schools are being ex- 
panded and training centers reorganized to make more effective use 
of available facilities; (2) more modern methods of instruction and 
training are being employed; (3) substantial numbers of instructor- 
type personnel and technicians have been trained in the United States 
schools and installations, and returned to their own countries as 
instructors. We have a good many of these in the European com- 
mand. In the first year of the program we had some 1,600 students 
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and we were very much impressed by the caliber of the students they 
sent. We had language difficulties, of course, because we could not 
always get English-speaking people but they were instructors, they 

were certainly interested, and they meant business. You did not 
have to teach the man to be a mechanic. If you brought him into 
the ordnance school, all yéu had to do was to teach him the difference 
between that gun and the one he was used to. These men were trained 
mechanics and we were very well pleased with the type of personnel we 
got. A good many of them went to the States for extended flying 
training and that sort of thing. (4) Terms of military service have 
been lengthened, and there ho indications that in some cases further 
increases may be expected; (5) military services are being reorganized 
to produce combat units that will fit more readily into an integrated 
Allied Army. 

Not all countries have done all of these things, for change is not 
easily effected in countries of strong traditions; but very real ] progress 
has been made, and it can truthfully be said that, to a degree impos- 
sible to measure accurately at this time, MDAP has acted as both 
the spur and the inducement in making them materialize. 

Certain other aspects of this program have also served as a stimulus 
to these people here in getting them to help themselves. 

In that connection 1 would like to mention several of the basic 
principles governing the giving of this end-item aid. As Senator 
Hickenlooper said, that provision of the law has actually been used 

very little, and I don’t know whether it has been used by any of these 
countries at all, which allows them to go and buy from us. All of 
the principles that govern this are consistent with the thought that 
underlies the whole program, and for that matter the whole concept of 
the North Atlantic Treaty Organization. That primary responsi- 
bility rests with each country for r ising, maintaining, and equipping 
its own forces and for obtaining all necessary goods and services for 
these purposes. 


JCS CRITERIA FOR DEVELOPING MILITARY AID PROGRAM 


However, in applying that thought, we have to keep in mind the 
very urgent “object of the exercise”: That of creating effective defense 
forces rapidly. The principles themselves are contained in the broad 
programing criteria which the Joint Chiefs of Staff furnish to 
responsible agencies preparatory to the development of a program 
for a given fiscal year. These criteria are: 

Equipment, as well as training, requirements for forces must 
conform to the force requirements approved by the North Atlantic 
Defense Committee and be based on the need for, and the ability of, 
the country to absorb and utilize the equipment requested. 

2. Combat forces should be equipped so as to approach a perform- 
ance capabality comparable to that srmilar United States units. How- 
ever, the scale of equipment should be related to the missions which 
the forces are expected to execute and to the conditions under which 
they are expected to operate. Also, most foreign forces are accus- 
tomed to operating on a more austere basis, as regards mechanical 
equipment and equipment to provide for the health and comfort of 
the men, than are United States forces. 
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Generally speaking, items supplied should be those primarily 
her seen application—especially essential combat weapons. Other 
items—such as food, clothing, medical supplies, POL, and most en- 
gineering equipment—should be furnished only under special cir- 
cumstances, 

4. In general, common—commercial—spare parts, otherwise pro- 
curable by the requesting countries, such as spark plugs, tires, et 
cetera, Should not be provided. 

5. Finally, but importantly, end items should not be furnished to 
any country which can, within the time phasing called for by the 
Medium Term Defense Plan, produce, or otherwise obtain, the same 
or comparable items, itself or in any other country. This principle 
is applied at the country level by the MAAG and the ECA mission 
and at the regional level by the Joint American Military Advisory 
Group (J AMAG) forking in close collaboration with the staff of Mr. 
Batt, the United States representative, Defense Production Board. 

From what I have said concerning the principles of end-item pro- 
graming, you can see that a program does not represent a “European 
shopping list,” nor a superficially considered blanket requisition for 
United States equipment forwarded to Washington. Rather, it rep- 
resents a carefully screened, integrated, and coordinated effort at 
every level. A chart showing the detailed procedure followed in 
developing an end-item program has been placed in your folder. 

Senator Wirey. It is not in the folder now ¢ 

General Hanpy. No, and I don’t want to take the time to go into 
the details now. We have a presentation that could be put on that 
shows how these programs could be developed and it takes a good 
many steps backward and forward. If you gentlemen desire it, it 
is still available and can be done. 


TRAINING FOR FOREIGN NATIONALS 


I seem to have emphasized quite strongly the importance of end- 
item aid, but I will digress for one moment, in order to keep the pic- 
ture in balance, and comment briefly on another type of programing 
that we feel is of vital importance. I have already mentioned train- 
ing, but I would like to stress that we feel that the program of train- 
ing for foreign nationals under MDAP is at least equal in import- 
ance to the end-item program, This training, which is carried on 
within the country, in United State. forces in Germany and at home, 
gives the United States an opportu ‘ty to put across sound doctrines 
and procedures and thus makes © contribution which should con- 
siderably outlast any end item furnished. There is no use in giving 
a mana tank, a gun, or an ajrplane unless he knows how to use it. 
That is the basis of the trainin ; program. 

I should like to emphasiz chat our representatives in each of the 
European NAT countries are giving valuable assistance to insure 
that the equipment being furnished is properly used. These efforts 
are even now being : augmented by General Eisenhower and his staff 
who are charged with seeing that national forces are organized and 
trained in such a manner that they can be integrated into an effective 
Allied army. 
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MOVING IN THE RIGHT DIRECTION 


I would like you to know that certainly on the military side—and 
I think I speak for the other members of this committee—facing the 
proposition realistically, nobody realizes more than we do that there 
is an awful lot yet to be done on this. However, I do feel that we 
are making steady progress and that it is in the right direction. I 
might tell you a story in that connection that I told the group before 
which to my mind illustrates and tells a good deal about the way these 
people feel. 

About 18 months ago a very good observer and one who knows 
this country said that he knew more than one French family, not 
Communists, who were studying Russian. Mind you, they had been 
occupied before and they said that they knew now if they had been 
able to speak German then things would have been much easier for 
them. I don’t think there is anything like that going on in France 
today and I think that illustrates a simple change of mind and feeling. 

Senator McMauon. Have many of them turned to studying Eng- 
lish, General ¢ 

General Hanpy. The Germans have. You would be surprised at 
how many Germans can speak English. 

The morale of the European armed forces, their willingness to 
recognize a security threat, and their will to resist are dependent 
in a good part on three factors. The first of these is the receipt of 
adequate modern arms to permit them to deploy effective combat 
forces. A man cannot do much fighting without a gun. 

The development of an integrated effective Western European 
defense force under the command of General Eisenhower is another 
very important thing. 

The assurance of adequate American military support before an 
attack occurs and not after they themselves have been overrun is 
important. 

You have to figure, I think, that these fellows are like everybody 
else. They are not keen on going into a fight unless they see some 
chance of winning. That exp: Lins a lot of this business. 

Although there can be no mathematical assessment of the attitudes 
of the Europeans, those attitudes improve as the factors which I have 
mentioned approach realization. In this connection, I believe 
strongly in the idea that strength begets strength. As it becomes 
more and more obvious to our partners that we are achieving a posi- 
tion of strength, I feel that there is a good chance that, quite suddenly, 
the entire European effort will greatly accelerate, with the result that 
our military goals will materialize much more rapidly than our pres- 
ent position would indicate. Certainly, the key to this entire and 
vitally necessary process is the continuation of substantial United 
States assistance. 

One final thought. It is imperative that we hold our Western Euro- 
pean allies, who provide the manpower and industrial capacity which 
cnable us to maintain a favorable potential balance of strength. As 
I have indicated, those allies are incapable, in the time considered 
to be available, of raising and equipping, unaided, the forces needed 
for a successful defense of this key area. It is my considered opinion, 
therefore, that mutual defense assistance to our European allies is 
out only acceptable alternative and must be continued. 
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NUMBER IN ARMED FORCES 


Now, the question was asked by Senator Brewster as to the number 
in the armed forces in the various countries. These are in the armed 
forces. Counting the French troops in Indochina, for the NATO 
countries these are the figures that I have, based on information that 

came from the countries. Our groups got it in a good many cases 
from the defense people in the countries. 

On the 30th of December 1950, the figure was [deleted }. 

Senator Brewsrer. I have all those figures. That is why I asked 
for the July 1 figure. That is the comparison I have been constantly 
using. 

General Hanpy. I have it. June 1951 | deleted]. 

Senator SPARKMAN. What country? 

General Hanpy. All European armed forces. 

Senator Brewsrer. What was the figure for June 30, a year ago? 

General Hanpy. I have it for December 30, 1950, if you would like 
to have that. | Deleted. | 

Senator Brewsrrer. Now have you the comparable United States 
figure? 

General Hanpy. I don’t have it but I think we could get it. 

Senator Brewster. That is the basis of this comparison. That is, 
in the last 6 months they have put 131,000 men under arms. We have 
been putting in half a million or so, haven’t we? 

General Hanpy. Our forces have gone up materially, but I don’t 
have that figure. We could get that. 

Senator Brewster. The figure I have in my report is [deleted] 
for this year. I don’t have any reason to think they did not make that. 

General Hanpy. I have some projected figures for the future. If 
you are interested in them, I can give them to you. 

Senator Brewster. We are interested in them, but you understand 
that they are a little cynical back home. If we put a half million or 
higher under arms and they put 131,000, they do not listen to talk of 
what they are going to do, but say why is it that we, with the same pop- 
ulation comparable, put in four or five times as many as they do. 

General Hanpy. I think you would be the last man to say put these 
people under arms until you have arms to give them. This program 
is tied to a certain extent to these increases. 

Senator Brewster. It is true also that we trained a lot of these men 
with broomsticks. If they are going to have them this December, 
there would be some point in oetting them going. 

General Hanpy. The projected figures for this December are | de- 
leted] and for December a year from there it is [deleted]. Those are 
projected figures, and only the best estimates th at our people can make 
on the information that they can get. That is for the end of the 
calendar year 1952. 

Senator Brewster. How does that figure of June 1951 compare with 
their projected figure? Is that what they intended ? 

General Hanpy. I think approximately SO. 

Senator Brewster. Does it give what they intended to do? 

General Hany. Yes; I think they came up to it. 

Senator Brewster. What would their figure be back for 1938? 
Didn’t France have a tremendous army then? 
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General Hanpy. Yes. Does anybody here have that figure? 

General Ricuarps. One hundred divisions. 

General Hanpy. In this area 175 or 180; maybe more. 

Senator Brewster. We understand that it has gone up 30 to 40 
percent over 1948. They are producing that much more stuff so they 
apparently have some manpower somewhere. That is perhaps 
another inaccurate comparison, if it is a comparison that we can use. 

General Hanpy. There is not any doubt, Senator, that the potential 
this year is Just what you say, because we can certainly remember 
when the military y power of the world was in this area, if you included 
Germany, and that is why it is so important that we still hang on to it. 
The potential is still here. The manpower and the basis of that 
industrial potential is still here. 

Senator Brewster. Do they have the will to use it ? 

General Hanpy. I think the will is improving. I don’t think it is 
all we hoped to see, but it is improving. 

Senator Green. Thank you very much, General. 

Are there any more questions ? 


COMPARATIVE DOLLAR VALUES 


Senator Witery. I have only one suggestion to make, General. As we 
proceed to clarify the atmosphere at home, we are hoping that the 
manner in which we are conducting this is very simple to bring out 
the factual statements that will demonstrate conclusions. For ex- 
ample, one that there is an increase in morale; two; and right on down 
to A, B, C, and D which will demonstrate that. Then there is the will 
to cooperate with us, and other conclusions that would be important. 

Now, take this suggestion. Senator Brewster raised the question 
of the differential in the amount of money that we have raised and 
the amount that they have raised. It is very important over here to 
find out how far a dollar will go in an army in France and other 
places where they are paying soldiers comparatively small amounts, 
and what their money will do in taking care of so much personnel. Do 
I make myself clear ? 

General Hanpy. Very clear. The French will tell you that they 
would improve their compar ative figures materially if they counted 
the pay of the people in the service on the same sc ale as we. What 
are you interested in, turning out usable divisions or saving money? 

Senator Winey. The point you are making is the very one. I 
would suggest that in giving the materials to us, that they look at it 
in that way because dollars don’t mean anything except for what you 

can buy with them. If you can supply one Frenchman in service for 

5 percent of what you can do in America, then you can have four 
Fines for what we spend for one. Do I make myself clear? 

General Hanpy. Yes. 

Senator Green. Senator Hickenlooper. 

Senator Hickentoorrr. I don’t believe I have any questions. 

Senator Giuterre. No questions. 

Senator GREEN. Senator Brewster h: * asked some questions. 

Will you call the next witness, please ? 

General Hanvy. Mr. Chairman, may I say something? Senator 
Brewster asked me for the number of men in uniform. On the Ist 
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of July 1951 [deleted]. Ithink I could complete the picture by saying 
this: As you know the European military system depends essentially 
on quick mobilization. The figures that we have, Senator, show that 
there are available [deleted] men mobilizable within D-day plus 90 
days, in addition to the figure that I gave you, which makes for a total 
of [deleted]. Those men are not in uniform. 

Senator Brewster. Equipped? Is equipment available for them? 

General Hanpy. Only partially. They are trained but the equip- 
ment 1s—— 

Senator Brewster (interposing). We would have to use a comparable 
figure in our country for trained Reserves. I thought that the only 
fair thing to do was to see how many men they had under arms and 
how many might be put under arms. I am still disturbed by the fact 
that we have put a million men under arms while they were putting 
one hundred thousand under arms. 

Do I understand you to say that that was all they were able to equip 
during that period ? 

General Hanpy. I don’t know whether that is all. 

Senator Brewster. That is the $64 question. You based your 
answer on the fact? 

General Hanpy. This is supposed to be factual data. The number 
that they can actually have under arms and in uniform. This corre- 
sponds to ours on active duty. 

Senator Brewster. You rather defended them on the ground that 
they had to have the equipment. Was that all they were able to 
equip with what assistance we were able to give them? I don’t quite 
want to say this but—— 

General Hanpy (interposing). In their various degrees of equip- 
ment. As you know, it doesn’t take full equipment for ‘people to train 
with. They have probably trained more—— 

Senator Brewsrer (interposing). We want the best story you can 
present to us when we come back here in a couple of weeks to explain 
back home. That is a question disturbing them back there. One is 
the financial comparison and the other is the troop comparison. 
Whatever you give us will help. 

Senator Green. If you have any figures those can be included with 
the record. 

Senator Sparkman. Do those reserves correspond to our National 
Guard or more nearly to the Reserve units ? 

General Hanpy. More to our Reserve units. 

Senator Witey. Do you have that tabulation? That breakdown of 
the $5 billion of European aid? 

General Hanpy. Army, navy, and air, or between countries? 

Senator Wiiey. Please make that available to us. [This informa- 
tion was given to the subcommittee. ] 

General Hanpy. Yes, sir. 

Ambassador Sporrorp. Mr. Chairman, I should like for Ambas- 
sador Katz, whose job I have already indicated to you, to go ahead. 
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STATEMENT BY AMBASSADOR MILTON KATZ, UNITED STATES 
SPECIAL REPRESENTATIVE, ECONOMIC COOPERATION ADMINIS- 
TRATION 


Ambassador Karz. Senator, I should say this: Tyler Wood here is 
my deputy. We function as one person and from time to time he will 
feel free to interrupt me and speak for the same organization. 

Senator Green. You speak for both? 


AID OTHER THAN MILITARY END PRODUCTS 


Ambassador Karz. Yes. I have just gotten the latest figures for the 
aid request which is going to the Congress. According to the figures 
I have received the new bill asks for “$1,512,000,000 in so-called eco- 
nomic aid for this program. I say “so-called enconomic aid,” Senator, 
because the so-called military aid is economic and the so-called eco- 
nomic aid is military aid in a way. I will try to explain that to you. 

When I say economic aid I use that as a form of shorthand. I mean 
forms of aid other than military end products. 

Senator Green. Excludes? Please explain your terms. 

Ambassador Katz. I mean aid other than in the form of weapons. I 
mean aid in the form of tools, materials, dollars, and so on. 

Senator, here’is the way I have looked at the problem of whether 
it is working. According to the last income tax figures that I saw 
there were about 30 million taxpayers in the United States. Now, 
there’s about a billion and a half of projected aid. That means about 
$50 per taxpayer. Speaking for myself and my associates, we have 
approached the problem in these terms: What do we get for the $50 
per taxpayer? What do we stand to get for the $50 per taxpayer 
and how would that compare with anything else that that taxpayer 
would see fit to spend the $50 for / 

For anyone in the income tax bracket of those in this room that 
might mean $350. Speaking personally again, we might put the ques- 
tion this way: What do we as individuals get for the $350 that it might 
cost us individually as taxpayers, and how would that compare with 
anything else we could get for the same $350 in the United States 
today? That is what I would like to address myself to. 

Senator Brewster. Aren’t you taking a global concept? It is our 
position to determine how to best use this money. It is your position 
to show us why it is necessary to do something here. 

Ambassador Karz. Yes. 

Senator Green. Yes. 

Senator Brewster. I don’t think he is going to predicate his propo- 
sition on how we are going to pene his money. 

Ambassador Katz. Perhaps I didn’t make myself clear. I was not 
trying to do your job. I was trying to bring it down to the most 
concrete terms and recognize that a billion and a half means so much 
money for every individual and we have, therefore, the duty before 
we make any recommendation to you, to satisfy ourselves that it is 
a meaningful expenditure of money. I am speaking only in terms 
of a recommendation that we are making to you. 
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Senator SpARKMAN. Could you give that figure again? 
Ambassador Karz. $1,512,000,000. That is the latest figure I have. 
Senator SparKMAN. For the ECA area? 

Ambassador Katz. For the so-called economic aid here in Europe. 

Senator Smiru. Does that take the place of this $1,675,000,000 ¢ 

Ambassador Karz. That includes certain other items. 

Mr. Woop. That is so-called program aid. 

Senator GREEN. Go on. 

Ambassador Karz. Sir, I would like to approach that in this way: 
First, I would like to give the context within which we see this pro- 
gram being administered. 

Second, I would like to deal with what we see as the economic job, 
and [ would like to go concretely into what ECA as an organization 
has been doing. Then I would like to address myself to specific ques- 
tions that various of the Senators have asked today and try to answer 
them. 

SOVIET APPROACH TO EUROPE 


If I might speak briefly of the context of the job as we see it. It 
seems to us essential to bear in mind that when we speak of Europe 
we are speaking of a battleground. So far as the Soviet Union is 
concerned, this part of the world has been under unrelenting attack 
ever since since 1945 when the war ended. The purpose of the Soviet 
Union has been the conquest of this part of the world. The Soviet 
Union for this purpose has been using various devices with which you 
are all familiar. I would just like to point out that the attack falls 
into two broad categories, both of which we have to take into account. 

The first is the external aggression, the actual potential movement 
of the Red army, and the second is the internal aggression to which 
every single one of these countries has been steadily subjected since 
1945. . 

In this part of the world the Soviet Union has resorted to all sorts 
of propaganda, political penetration, attempts to capture labor unions, 
economic blockade in Berlin and guerrilla warfare in Greece. The ag- 
gression in Korea really represents only one step beyond what the 
Soviet Union has been doing in this part of the world since 1945. In 
Korea, she brought about an organized puppet offensive across a 
recognized boundary. Short of that, she had used every sort of de- 
vice she could think of to reduce Europe to subjection. 

As of 1947, and the early part of 1948, I have been informed by well 
informed Europeans the Soviet Union was awfully close to having 
achieved her goal. I have been told by Frenchmen and Italians of 
various categories of opinion that if it had not been for the reaction 
of the United States—first in Greece and then in the Marshall plan— 
the Soviet Union would have taken over through the Communist 
Party at least France and Italy. It is hard to see how the rest of the 
Continent could have stood up after that. 

There are many things about the European scene which are most 
unsatisfactory from the American point of view. There is no point 
in kidding ourselves about any of them. As we see it, they should be 
understood as unfavorable elements reported by realistic military in- 
telligence in a battle. As in any battle, we have to see the facts for 
what they are and take them into account in deciding how best to hold 
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our ground and go forward. This is a battleground on which we have 
in fact been winning ever since 1947 or 1948, when the Marshall plan 
started, but on which we have a long way to go before we consolidate 
our positions. 

As I have said, we will see many places where our position is con- 
siderably short of consolidation and things are bad. This doesn’t 
mean that we should abandon the battleground. It simply means we 
must figure out more effective ways of fighting. 


JOB OF ECA 


That is the broad context within which the economic job has to be 
done. 

Before coming to the economic part of the job, I should like, if I 
may, to interrupt myself to answer a question you asked. Shouldn’t 
the job of ECA in the original sense come to an end in Europe? In 
our view, sir, it came to an end earlier in the year. In February of 
this year we sent a letter to all of the participating countries of OEEC, 
in which we stated to them that from that time on we would no longer 
allocate aid on the old Marshall plan basis, but that every judgment 
with respect to the allocation of aid from that point forward would 
be made in terms of defense support. 

It seems to me that for most practical purposes, therefore, Senator, 
the Marshall plan as such has come to an end. It can fairly be said 
that we did a 4-year job in 3 years. It is one case where we were not 
too late with too little. Now we should appraise the new job in broad 
terms. Take a look at what we are up against. What course of 
action will best serve United States interests / 

Coming to the economic job in this defense context, it has these 
arts: First, the actual production of armament. Obviously, if a 
aenenh government, by appropriating its own money and under- 
taking to procure armament from its own factories, can mobilize its 
own labor, its own management, its own facilities, and can mobilize 
such materials as it has, and if we merely supply to it those tools and 
materials which it is unable itself to supply, then in terms of expendi- 
ture by the United States that is a more economical way to get the 
weapons. Therefore, I would say that the first and most direct use 
for what I have called economic aid—by which I mean aid other than 
military end products—is the provision of dollars to enable these 
countries to buy materials and tools which they then can use with their 
own labor and management to make the equipment we want. It is 
a cheaper way of getting it. 


THREE USES OF ECONOMIC AID 


In that connection, if I might interrupt to direct myself to a ques- 
tion asked by Senator Wiley, I have some figures here on defense 
expenditure per man on active duty for these countries. This is 
dollar expenditures for soldiers and not for equipment. But it is an 
illustration of different scales of expenditure, to the extent that we 
get these countries to do the job themselves. 

According to these figures in the United States we spent $9,955 per 
man on active duty for fiscal 1951. The figures for the European 
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countries vary, but they all run between $2,500 and $3,000 or between 
a fifth and a third of the United States scale of expenditure. So, 
money spent to get soldiers in Europe and money spent to get equip- 
ment in Europe represents a more economical way of vetting what we 
need. This is the first use of the economic aid. 

The second use is the basic increase in all forms of production. 
For instance, let us take something as fundamental as food. An army 
operates on its belly and no society can maintain any conflict for 
any period of time if it runs short of food. Europe has to look for 
a large part of its food elsewhere and will continue to have to do so. 
On the other hand, if there should be any difficulty in any part of the 
world which would mean a serious diversion of shipping from the 
Atlantic sea lanes, that might result in a serious pinch on the importa- 
tion of food into Europe. Therefore, every effort that we make to 
increase the production of food in Europe has a direct bearing on the 

capacity of this society to fight any kind of a war. 

I will also mention other basic elements of production: Things 
such as steel, communication systems, and public utilities. AJl those 
things are basic to the economy. Without them European economies 

cannot undertake a steady increase in the production of armament. 

That brings me to the third use of economic aid, which is funda- 
mental in the moral and psychological sense. As I said at the outset, 
Europe has been under sustained attack internally. The Communist 
votes in Italy and France are very serious things. These votes can 
be explained in many ways. Evidence can be brought forward to 
show there has been an improvement. ‘The fact remains, it seems to 
me, that from the point of view of the United States interest a Com- 
munist vote of that size in France and Italy must be recognized as a 
dangerous thing. 


ATTITUDE OF THE PEOPLE—INERTIA 


Despite the fact that free labor unions have broken off from the 
Communist-dominated unions in Italy and in France, the principal 
labor unions in both countries are still controlled by the Communist 
group. It is a fact that important segments of the population in 
Western Europe are disaffected. I don’t mean that they are pro- 
Russian or pro-Communist. The problem is wider than that. For 
instance, there is a phrase that people hear over in Germany. It is 
the phrase, “ohne mich,” “without me.” The German says, “Maybe 
it has to be done, but without me.” That is a state of mind that is 
almost as serious as the attitude of the fellow who says, “Let us play 
with the Communists.” You get that attitude among the French— 
“je men fous’—and you get that attitude from elements of the 
Italian population. That is an ugly fact against the interest of the 
United States. It is a fact that we have to deal with and change, by 
whatever devices we can best change it. 

We cannot surrender to the enemy. To recognize that here and 
there, the position is still weak, and that the enemy has positions 
from which he has to be pushed out, is, to my mind, only an indication 
of what has to be a 

Senator Smiru. Is that a personal view of the individual concerned 
or ought this to be the point of view of any country? 
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Ambassador Karz. As it is reported to me, it is a reflection of his 
personal attitude. His attitude is, “The hell with it.” You find a 
lot of that attitude. 

How do we change it? It has more than one source. General 
Handy has mentioned the importance to morale of the feeling that one 
has a reasonable chance of winning. ‘To the extent that any of these 
people feel that their chances of winning are small, their morale is 
poor. ‘To the extent that the progressive improvement already de- 
scribed by Ambassador Spofford and General Handy gives them a 
feeling that they have a reasonable chance of winning, their morale 
improves. 

Another import: int factor is this: There are sections of the popu- 
lation m continental countries, particularly France and Italy, which 
do not feel that they have a sufficient stake in things as they are. For 
instance, suppose you talk to a Sicilian peasant nad tell him: “This is 
a struggle for survival.” His reaction is likely to be, “Survival for 
whom, forme? My job is tilling this plot of ground. I have done it 
under the Italians; I have done it under the Germans; I have done 
it under the American Army; I can do it under the Russians. I will 
survive.” 

If you say, “No, by survival I mean not just you but this society in 
which you live,” that is a pretty vague thing. It may not mean much 
tohim. I am not telling you this in terms of praise.or blame. I’m 
trying to report it in the way that a reconnaissance flyer might come 
back with a report of bad weather over Sicily. It is a fact that there 
are sections of this population that do not feel that re have enough 
of a stake in this society to feeel strongly about it. To the extent that 


they understand, they may also be against the Communists. To the 
extent that they don't understand what the Communists st: nd for they 
may vote Communist. A large section of European labor is still 


under the illusion that it is voting progressive when it votes Commu- 
nist. However, to the extent that it does understand it, it is against 
it. 

For instance, the Communists have made repeated attempts to block 
the unloading of MDAP arms at the main ports—Le Havre, Cher- 
bourg, Marseilles, Naples—and have tried to use strong-arm methods. 
In every case their efforts to blockade the unloading of those arms have 
failed. To that extent their grip on the unions has weakened. At the 
same time you get the vote that you have seen in France. That would 
mean to me at any rate that these fellows are in a mood where they 
don’t want to play with the Commies but also don’t love their Govern- 
ment. Their attitude is, “I don’t see what there is in it for me.” In 
a sense it is just an inert feeling of “What does it mean to me any- 
way?” When you talk about economic arrangements you have to 
keep that in mind. 


THINNESS OF ECONOMIES 


This problem of inertia is complicated by the thinness of these 
economies. From 1938 to 1950, per capita consumption in the United 
States went up 43 percent. As you run through these European 
countries, for a good many of them we do not have reliable statistics, 
but in the Netherlands per capita consumption in the same period has 


gone down 3 percent. In Austria, down 3 percent. In France the 
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best figures we have indicate that per capita consumption in 1950, 
is about the same as in 1938, although there is an unfortunate amount 
of evidence that the real wage of workers is rather down compared to 
1938 

In other words, you start with a thin economy and a tired people. 

Senator Brewster. What about this increased production that we 
constantly read about ? 

Ambassador Karz. The increase in production, sir, has gone into 
these things: Much of it has gone into reconstruction of buildings and 
facilities which had been destroyed. A lot of it has gone into invest- 
ment, as it should. It has gone into building up produc tive capacity, 
transportation, electric light and power, and other basic industry. 
That has been consistent with the United States purpose to make sure 
that aid didn’t mean a temporary increase in the standard of living but 
a fundamental strengthening of the capacity of these countries to get 
along without aid in the future. 

Relatively small amounts of it have been made available to in- 
crease current consumption. That has gone up considerably since 
1947, but as compared with 1938 so much of the increment has gone 
into restoring destruction and basic investment so as to maintain 
future strength, that little of it has been available to increase con- 
sumption standards. 

Senator Smirn. By population? 

Ambassador Karz. Per capita. 


COMPARATIVE LIVING STANDARDS 


Senator SparKMAN. Do you have a comparison between our stand- 
ard of living and their standard of living in 1938? Would the figures 
show that comparatively / Q 

Ambassador Karz. For 1938 I do not have absolute figures, sir. Per 
capita consumption in dollars—I am sorry; I do not have it for that. 

Senator Sparkman. I was just wondering if the maintenance of 
those 175 divisions in 1938 might have lowered that standard of 
living. 

Ambassador Katz. Their standard of living was not as high as 
ours in 1938. I don’t have the actual figures. Now, I should like to 
discuss the implication of these figures for the problems we have 
been talking about. In addition to getting more economical produc- 
tion of arms and equipment, and in addition to use of economic aid 
to increase basic production to maintain a fighting force, you have to 
recognize that these societies are under attack internally and it is 
an attack on which the Russians have been putting major emphasis 
for a long time. -It is a fact that there is a limit beyond which it is 

against the interest of the United States to push the economies of 

these countries at this time. You would simply lay them open to 
internal attack in the course of trying to prevent external attack. 
It is a question of balanced defense. 

We're all familiar with the concept of balanced defense in the 
military sense: The question of balance among the ground army, 
air force, and navy, and between different elements within each. As 
I see it, in this kind of a war we have a larger question of balance 
among the air force, ground army, navy, propaganda, economic 
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strength, political strength, strength on the labor front and so on. It 
isa single process. ‘They are fighting us on every possible front. ‘They 
utilize every possible front and we have to fight the same way. 


ESTIMATES OF BUDGETS, FISCAL, 1952 

We have, for instance, in ECA, made some computation as to 
what the budgets of these countries ought to be for fiscal 1952. As 
for the military, we have made some computations of what part of 
the gross national product ought to be put into miliary defense 
for fiscal 1952, and used that as a target toward which we have tried 
to push their budgets. | Deleted. | 

[ would like to stress that there is a limit beyond which it is against 
the interest of the United States at this time to push them, because it 
would produce internal collapse and makes these countries vulnerable 
to internal attack. 

Senator McMaunon. A corollary to that is that there is a limit in 
the United States to which we should not push our own budget 
bringing the W hole show down Oh OUr ears. 

Ambassado Karz. I would assume that Is true. 

That brings me to the specific jobs which the ECA organization has 
been doing or is to do since Its change in February. It does these 
things: It administers the so-called eeconomie aid. In so doing, it 
makes its calculations in these terms. We first compute what the coun- 
try’s defense budget ought to be, in our view. We compute what it 
ought to be: not what it is. 

We then compute what its military production program would be 
under thi: at defense budget. 

We then compute what that would require them to import in the way 
of steel, machine tools, and other basic materials in order to make 
possible that amount of production under that budget. In making 
this computation, we also assume appropriate steps on their part 
to conserve materials for essential uses. 

= then compute how much of that has to come from the dollar 
area. From that we compute how many dollars they would need, and 
we the ‘n make an estimate of how many dollars they could earn. 

That brings us to the dollar deficit which they would incur if 
they did in fact undertake the kind of defense program and sup- 
porting policies that we feel they should undertake. That dollar 
deficit represents the maximum figure for purposes of negotiating. 
Within this limit, the actual figure which we recommend is reached 
by a process of combined bargaining with our associates. That is 
to say, 1f the maximum figure is 100 for a particular country, but if 
that country is not doing what General Handy and his people, Am- 
bassador Spofto rd and his people, or Mr. Batt and his people want 
the country to do in the way of actual organization of defenses, we 
won't give them the hundred. That is part of the bargaining process 
worked out country by country through the country teams, 

The point I would like again to stress is that this maximum figure 
is computed on the basis of the estimated deficit which they would 
incur if they in fact adopted the kind of defense program and sup- 
porting policies that we want them to adopt. We don’t caleulate aid 
figures on the basis of the actual program the country is projecting. 


87614—51—-—5 











62 FOREIGN-AID PROGRAMS IN EUROPE 


Senator Green. Haven't vou left out something—the time element ? 
It makes a lot of difference how long it takes to do these things in 
Europe and the United States. 

Ambassador Karz. We take that into account because that enters 
into the calenulation of how much they have to import in that year. 
The ae tual rate of development of long- lead items would in turn gov- 
ern their require ments. 

Senator Green. They have prepared to produce / 

Ambassador Karz. Sir, that raises one of the most interesting ques- 
tions of practical judgment. 

Senator GREEN. Have you taken that into consideration ¢ 


RELATIVE ECONOMY OF PRODUCTIVE CAPACITIES 


Ambassador Karz. Yes; the question is, is it more economical for 
us to make the weapon than to have them produce it? In the ad- 
ministration of the military aid program in each country, the country 
will ask for various types of military end items. One of the consider- 
ations which the military group wi ill take into account in determining 
what the country should be given is to what extent it could make these 
items itself. That requires a judgment concerning the country’s pro- 
ductive facilities and a judgment as to whether the particular thing 
asked for could be made by that country itself. The ECA group in 
each country works with the MAAG in helping make that kind of 
survey as to productive capacity. 

Senator Green. Isn't there a time in which that production would 
not be of any use at all? You assume that you have to have the 
thing done within a certain period. 

Ambassador Karz. Well, sir, the answer to your question is yes, 
there is a time limit. 

Senator Green. What is it? 

Ambassador Karz. All of these calculations are made on the basis 
of a program and the program in turn assumes a build-up over a period 
of years. 

Senator Green. What is your period / 

Ambassador Karz. We take the period from the military. 

Senator Green. What did you take from the military? You must 
know what you took. 

Ambassador Karz. We are thinking in terms of a build-up for 
1954. Is that correct / 

General Hanpy. General Eisenhower would rather have the stuff 
tomorrow, but the time limit is when it is feasible to get it. From 
his viewpoint, the sooner, the better. 

Senator Green. If you were not going to have until 1960, you might 
as well not plan it 

\mbassador Karz. There is a program which is based on a time 
limit and it is within that program that we make these calculations. 

In addition to that, sir, we do the job of screening the countries’ 
requests for actual tools and materials. It is quite aside from the 
question of dollar aid. As you run into a period of world-wide short 
ages of material, when materials come under allocations both within 
the United States and internationally through the International Mate- 
rials Conference, each of these countries will say, “If we are to carry 
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out such-and-such an agreed production program, we will need alloca- 
tion of so much steel, so much copper, and so on.” In a great many 
cases the limiting factor will be the availability of the material rather 

th: in the dollars. There is a prelimins ry screening job done here on 
the ground, and that is done by the ECA. 

With your permission, I would like to stop my general presentation 
here and try to address myself to some of the specific questions which 
have been asked. 

Senator Green. Senator Wiley / 


IMPROVING EUROPEAN INDUSTRIAL PLANT 


Senator Witry. There is something else here that I would like 
to know. We have this situation: We are improving the industrial 
plant of Europe. Its improvement industrially is just as big a 
“plum,” or would be for the Soviets as improved industry. That 
is the whole thing. We are building this thing up so I think it is 
important that we show that this industrial improvement is very 
small compared with the real basic—say, vital—material that is here. 
To me, these are the things that we are confronted with and we have 
to be answered with specific information. 

Another thing is that we are helping them industrially with our 
aid, but are we improving them so that if Russia should take them 
over they would take over really a great war potential of the natural 
resources? DoT make myself clear? 

Ambassador Karz. Yes; but I am afraid that the build-up will 
make it a more satisfactory plum if taken over by the Soviet Union. 
E pee steel capacity will hi ave been moved up in the neighborhood 
of 6 or 7 million tons. That is considerably smaller than the 45 
with hist they started, but it is nevertheless not to be sneezed at. 
This is a risk which it is in the national interest for us to take. We 
could take the position that we will abandon this part of the world 
and make a calculation on that assumption. It being as vital to us 
as it is, and since we have, in fact, been winning, it seems a reasonable 
risk to go on taking. 

Senator Wirey. I agree with that. It is important to show what 
pa additional industrial improvement which can be made, maybe 5 

10 percent more, would be from the standpoint of value to the one 
we took over. [| Deleted. | 


ATTITUDE OF PEOPLE 


Senator Smiru. I would lke to get a picture, if you don’t mind, 
of the attitude of the people on inc reased defense efforts. The coun- 
tries here think they are doing us a favor in coming into this program. 
We are taking the initiative. They think they are doing us a favor. 

Ambassador Karz. I have run into that exasperatingly often. I 
have run into it even with men in public _ who ought to know 
better. If you ask me why is so. I think it is part of the whole 
complex problem of how the Wait an mind ake 

Senator Witry. You mean it is quite a contraption. 

Ambassador Karz. In the course of actual negotiations with a lot 
of these countries they will say, “If you want us to lift our military 
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budget to this figure, you have to give us ‘this’ much aid.” On one 
or two oceasions in talking to these public figures, I have told them 
they sounded as if they were saying, “How much will you Americans 
pay us if we agree to survive ? 

It is not an enjoyable thing, but it is part of a mental process which 
we have to change and can change. It can be explained in part 
perhaps by the way this situation grew. For instance, in 14¢ Gen- 
eral Marshall made his speech and said, “If you Europeans get 
rg Fae? ‘rand appraise what you have to do, make a plan of your o 
to do we will come in to help.” They got together and mado 
their i oa aisal of what they had to do, and we came in to help. From 
that point on, the arrangement was that they were doing the job 
which the -y themselves had determined was necessary. We were help- 
ing because it was to the United States interest to help them get there. 
We didn’t go at it in quite the same way with military aid. What 
actually happened was that we were all moving along in a slow and 
orderly build-up. We had NATO and MDAP. Then suddenly 
Korea struck and, in effect, we said to Europeans, “We have appro- 
priated such-and-such a sum of money; now you rush ahead and 
build up.” There was a lag of at least 6, 8, or 9 months between 
our appreciation of what Korea meant and their appreciation of 
what it meant. 

During that lag of 6, 8, or 9 months, we were in there pushing and 
they were saying, “Oh, well, we don’t see it; we don’t see it; we need 
more help.’ 

We got started in a situation in which we were shoving them and 
they were holding back. That set a pattern, which had been changing, 
and must change. Perhaps one of the most important ways to acceler 
ate this change is to make them go through the caleulations. I think 
in these agencies created now, the NATO agencies, we can say to these 
fellows, “We want to take a look at these things as a whole, to see what 
is needed for security against aggression and to lay a basis for resum- 
ing the improveme nt in our sti indard of living after a period of capital 
build-up in military equipment.” They should recognize that, as a 
matter of hindsight, we can now see that from 1947 to 1950 we 
neglected our military defenses in favor of reconstruction, investment. 
and consumption. From 1950 to, say, 1954, we have to compensate 
for this by extra emphasis on the military. After this build up, the 
extra productive ¢ apacity can again be turned in large part to invest- 
ment and ewer ee A Over a period of, say, 10 years, from 1947 
to 1957, we can have both guns and bread, and we need both. 

This terminal date which you gentlemen stressed is essential for 
sound calculation on the American side. 

I don’t believe an American aid program can be valid unless it has 
a terminal date. If I may call the ECA a successful administration, 
I think one of the reasons as way the statute was drawn up and one 
of the important factors w: - the terminal date in it. I think that any 
aid program must be calculated on the basis of a terminal date and 
I think it is equally true from the point of view of these fellows here, 
I think that they can be made to understand that they cannot have real 
economic growth without milit: ary defense just as it is true that they 
cannot have real defense without economic strength. 
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One of the principal weapons that the Soviet Union has been using 
deliberately, persistently, cale ulatingly, and cold-bloodedly is fear. 
Why? Because fear — economic disintegration. It leads to 
the flight of capital. Fear checks investment. ‘That is what she 
wants. 

I think these fellows could be made to understand that until they 
get reasonable security they never can get the kind of economic con- 
ditions under which people generaly can live a decent and stable life. 
I think it is time in these NATO bodies to say, “Here is a total picture 
and the total requirements as we see them. Here is the rate of build- 
up as we see it. Here is the amount of economic aid in fact projected 
for each of you. Here is our calculation of what you can do. What 
do you think ?” 

Then we all collectively can work out a program for X period of 
years in which they can see for themselves that they will get security 
and beyond that the possibility of a decent life for the average man. 


ECONOMIC AID REQUESTED FOR FISCAL 1952 


Senator SMITH. Why shouldn’t we make them cover more than just 
this year’s period? 'T hen have your targets moved up as a proportion 
of those t: irgets 1s accomplished. In this operation we have said to 
our people in defense, “We have created a fund of $8.5 billion for 
over-all aid and we will make available a portion of it as the thing 
develops and as the targets are accomplished.” I think we can do it 
that way. 1 don’t think we should say that we are going to just make 
so much available. 

We have an economic problem there which is very serious and before 
1 left I talked to the people in finance about that. 

Ambassador Karz. I should think—I have no knowledge about the 
legislative side of the job—that a projection in terms of a build-up 
with a target date and an annual appropriation in terms of that 
project ion would be right. 

1 would be astonished, sir, if having made that projection you could 
come to the conclusion that the amount for fiscal 1952 was less than 
the amounts we have been talking about. To talk about the part Iam 
in a position to know something about, namely, the economic aid, I 
would be astonished if the conclusion you came to was for an amount 
less than a billion and a half. I think it is right to relate that to a 
program for a period of years. I think it is the right way to do 
things. But, as I have said, even on that basis I think the amount 
requested for fiscal 1952 is a conservative figure. 

Senator Witey. Where does that relationship come from? 

Senator SPARKMAN. Is the $8.5 billion for a total program inelud- 
ing arms and everything ? 

Senator Smirn. The total figure. But if we have a military pro- 
gram plus an ECA program this year—it is one package and that is 
what we want to get—l wonder whether that package cannot be ex- 
tended to something loeme 4 than just 1952 

Senator McManon. T hat all de spe nds on how fast this job has to be 
done, 

Ambassador Karz. If you program on the basis of the required rate 
of build-up and translate it into defense and economic aid, you will 
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need this much money in fiscal 1952. I want to emphasize that, Sena- 
tor, in view of Senator Smith’s suggestion of cutting it in half and 
spreading it over 2 years. 

Senator McManon. What I am interested in is how valid are your 
calculations of $8.5 billion measured against the possibility of trans- 
lating it into defense and the urgency of getting it done‘ We have 
to see that those who believe as you do—obviously some do not and that 
is their privilege—help us to find the money with which the job has to 
be done rather than just a measure of the convenience of it. That is 
why that would be very helpful to me. 

Senator Sarrn. I think we should get that social study you made. 

Senator Green. May I paraphrase what we are talking about! We 
would like to build a large trade in many other countries. 

Ambassador Karz. Yes; but I am speaking only of the countries 
that I know anything about. 

Senator Green. If you get the total figures of the countries outside ; 
is that true / 

Ambassador Karz. The $8.5 billion covers the total aid. 

Mr. Woop. That includes Asia, the Near East, and everything else. 

Senator Green. The figures would be considered just for that area. 

General Hanpy. Ac utally, Senator, this 1952 program on the mili- 
tary side, as I understand it, is built up this way; we were working to- 
ward an objective and it isa stagger ing thing. These countries make 
certain commitments to raise certain forces and actually the 1952 pro- 
gram is to equip the people that they are to raise in that time. It 
does not go to the whole business. That is the way it is made up and I 
am sure that when the bill is presented and you gentlemen have hear- 
ings on it in Washington, that that will be gone into in detail. They 
will show you exactly how it is made up. 

Senator Smrrx. I understood you to say that the 1950 deliveries will 
be about 50 percent completed and the 1951 deliveries are just com- 
mencing so that I assume that 1952 deliveries will take some time. 

General Hanpy. Particularly on the long lead stuff where it takes 
a long time to manufacture. 

Mr. Herop. Do you want a breakdown of that by area / 

Senator Smiru. I have it in the bill. 

Senator Sparkman. Ambassador Katz, I am glad that this dis- 
cussion has come out. As I understand it, the only part that you are 
directly connected with is this $1.5 billion for European economic 
relief. 

Ambassador Karz. Economie aid. 

Senator SpaRKMAN. Aid—lI stand corrected. I think it is a better 
term, too. The figure is $1.512 billion, or something over a billion 
and a half—I will put it that way—and my recollection is that this 
$8.5 billion that we are talking about is broken down as $6.25. bil- 
lion for military aid everywhere, and $2.25 billion for economic aid 
for everything. That is designed asa 1-year program and certainly so 
far as the authorization is concerned it is a matter of appropriation 
as to whether or not they can be satisfied that all of it needs to be 
spent in one fiscal year. 

Ambassador Katz, how long have you been with the Economic 
Cooperation Administration ? 
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Ambassador Karz. Since June 30, 1948. I should also explain that 
I am sort of a “lame duck.” 


KATZ’S EVALUATION OF PROGRAM 


Senator SparKMAN. I understand that you are leaving soon. Are 
you going back into industrial life? 

Ambassador Karz. I am joining the Ford Foundation. 

Senator SpaRKMAN. What was your work before you came here? 

Ambassador Karz. I was a professor of law at Harvard. 

Senator SPARKMAN. Growing out of your experie nee duri Ing these 
3 years, or a little more than that you have been with this kind of 
work, are you completely convinced as to the worth whileness of it? 

Ambassador Karz. Of the job that was done? 

Senator SPARKMAN. Yes. 

Ambassador Karz. Yes, I am. 

Senator SparKMAN. What is planned in this bill—that is what we 
are really working on—do you helieve that it is completely justified 

Ambassador Karz. Yes; I do. I might make the answer as con- 
crete as this: These things are always questions of choices. I don’t 
know what proportion of that billion and a half I have to pay for 
myself, but let us say $500 or $600. If I bad the choice of spending 
this $600 otherwise, I would still spend it on this aid program. Let 
us suppose that it was a voluntary contribution and the United States 
had to raise this billion and a half for this program by voluntary 
contributions, what it boils a to for me is this: Are you willing 
to give $600 toward this program? My answer to that would be “Yes. 

That would be a composite of judgments, but it would mean that I 
would rather have the increased contribution to the security of the 
United States, which $600 spent in that way would mean, than any- 
thing else I could personally spend that $600 for. That is about as 
concrete a way as I could express it. 

I don’t mean to guarantee that it is going to be successful. It’s 
an investment made with a calculation of risk. Is there a sufficient 
likelihood of its success! Yes; and I know that I would rather spend 
my money personally on this than anything else. I don’t know exactly 
what my share of that would be, but that is the way I see it. 

Senator SparkMAN. In other words, you believe that from the stand- 
point of the United States there could be no better investment than 
this from the standpoint of security and the development of economic 
resources in this part of the world as well as its helpful effect upon 
our country ¢ 

Ambassador ae Substantially. The answer to that question is 
“Yes.” However, I don’t mean to say that this program cannot be 
improved, I think it can be improved a great deal but spending this 
money in that direction and in these amounts, in my judgment, is a 
sound contribution on the part of the United States. 


COMPARING INCREASES IN DEFENSE EXPENDITURES 


Senator Gittetrte. Mr. Chairman, because of the shortness of time I 
would like to ask just one minor question. In comparing the ques- 
tion of maintaining effective soldiers that you need, were you charg- 
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ing that cost against the individual soldier’s cost of maintenance, or 
the cost of the military establishment itself ? 

Ambassador Karz. These figures purport to give the total defense 
establishment divided by the number of soldiers. 

Senator Gitzerre. Then were you charging his proportion of the 
whole cost against the individual American soldier? 

Ambassador Karz. That is what I understand these figures to be. 

Senator Brewster. I have examined this table which you have given 
me and the figures which we have in our committee report are some- 
what different and do make for quite a difference in your results. You 
show France as having a 76 percent increase, the United Kingdom a 
76.9 increase, and the figure in this foreign relations report shows that 
it is 60 percent. 

Ambassador Katz. Are they for the same period ? 

Senator Brewsrer. Yes. 

Ambassador Karz. Fiseal 1952? 

Senator Brewster. I will let you have it and you may be able to 
correct it. For the United States ‘you show a 217-percent increase 
based on $48 million for military expenditures which Senator 
McMahon pointed out is very much under what is going to hs appen. 

Ambassador Karz. | only get those figures as they are given to me. 
I wnderstand that there is a difference between expenditures and 
obligations. 

Mr. Woop. As a matter of fact, the amount authorized for obliga- 
tions is to be somewhere in the neighborhood of S70 billion but the 
estimates made by the Defense Department and other agencies, inelud- 
ing the Bureau of the Budget, is that actual expenditures in this 
coming fiscal year—the one we are in—will come to roughly $50 billion 
and the budgetary figures given for these partic ipating countries are 

also on an expenditure basis so you come to the point where you must 
compare it not with some $70 billion but with the $50 billion. 

Summarizing that, we are talking about 8 or 9 percent of the gross 
national product being devoted to the military budget in Western 
Europe. The comparable figure, if you take the $50 billion, is 16 or 
17 percent in the United States. Take the $300 billion gross national 
product divided by the S50 billion of expenditures, 

Senator Brewster. Mr. Ambassador, there is one question I wanted 
to ask vou. Mr. Ambassador, what did you anticipate as the increase 
of the British reserves for the past year in the operations of the UK? 

Ambassador Karz. What did I anticipate ¢ 

Senator Brewster. Yes. 

Ambassador Ratz. When we began July 1, 1950—it began before 
any of the effects of Korea were felt—and m: the original caleula- 
tion we did not anticipate any import: int increase in their reserves. 

Senator Brewsrer. How much did the increase amount to? 

Ambassador Karz. Let me see if I can recall it. 

Mr. Barr. About a billion. 

Senator Brewster. Nearer to two billion. 

Mr. Barr. Great Britain or the sterling area ? 

Ambassador Karz. Which do you mean? For the sterling area it 
was about $1.400,000,000. 

Senator Brewster. That is what the aid went for. That was a non- 
anticipated increase and not considered essential to their economic 


health. 


ie ack 


ao wd 


apne 


Jai 
act 
nol 


cul 
Wo 
Vo! 


Sil’ 
Se 
of 
to 
ore 
It 


be 


th 
Su, 

Wi 
ha 
de 


ab 
M 
Wi 


kK 


th 





p 


ane 


FOREIGN-AID PROGRAMS IN EUROPE 69 


Ambassador Karz. That is why we cut off dollar aid to Britain last 


January. Because of the increase in their reserve figure. 


Senator Brewster. Is it contemplated that that would be taken into 
account in future figures ? 

Ambassador Karz. Yes. We don’t plan to recommend any eco- 
nomic aid for Britain. 

Senator Brewster. The State Department told us that they would 
cut off France, and the Netherlands was not to get as much aid as it 
would otherwise. Was that taken into account in determining what 


you felt the UK could properly do? 


Ambassador Karz. Yes: we couldn’t go below zero with the UK. 

Senator Brewsrer. You could determine what it is fair for them 
to do? 

Ambassador Karz. In calculating the size of the budget: yes. You 
know, Senator, that as far as the United Kingdom is concerned this 
sterling area business works out in a kind of a funny way because 
— it is true that the dollar rese rves for the sterling area have gone 
up,.it is equally true that when Britain buys wool for uniforms for 
British troops she pays the increased pr ices. 

Senator Brewster. We do, too. 

Ambassador Karz. The United Kingdom feels the pinch budget wise. 

Senator Brewster. I wish they would help a little more on that. 

Ambassador Karz. So do LI. 

Senator Green. Before proceeding to the next question, I would like 
to hear from Ambassador Wood. Or do your views coincide with 
those of Ambassador Katz? 

Mr. Woop. Yes, sir. I profoundly believe in it, too, or I wouldn’t 
be working at it the way I am today. 

Senator Green. Then there is no reason for calling on Ambassador 


Wood. 


PLANNING IN ADVANCE 


Mr. Woop. No: I don’t think I have anything to add, but I would 
say one word, if I am permitted. In connection with this question 
Senator Smith raised, I am sure that all here realize that the question 
of being able to supply these troops with the margins that we need 
to supply them here is related to having the money to obligate so that 
orders can be placed for the goods in time so that they can be delivered. 
[t is not merely a question of deliveries now. It is also a question of 
being able to pl: in ahead, put up factories, and get production going. 

Mr. Batt and Mr. Herod can tell you more about that problem from 
this side, but in connection with the consideration of Senator Smith’s 
suggestion, that must not be lost sight of. You must supply the money 
well in advance so that contracts can be let so that when the troops here 
have been called up and are ready to use the weapons for training and 
defense purposes should be there. 

Ambassador Karz. That is a question that Senator McMahon asked 
about in public-opinion polls. There is a body called the European 
Movement, which you are no doubt familiar with, and we collaborated 
with them in arranging for such a poll. It was undertaken by the 
Eric Stern Public Opinion Research Organization. 

They asked six questions, to which they have a lot of answers, and 
then the ‘y wind up with a number of conclusions, with the last ques- 
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tion being, “Do you think European unity would be a good thing for 
you personally, for your country, and for world peace?” 

The replies show 62 percent personally, 67 percent for the country, 
and 70 percent for the peace of the world. Frankly, I think those 
percentages come out high, but you may be interested in this. 

Senator Green. We have to leave at 6 o’clock, and it is now half 
past 5. Tomorrow we have to go on to another conference, so that 
obviously there will not be enough time for all of the witnesses that 
you have. Do you want to call upon all of them, or how do you want 
to use the half hour that we have left to the best advantage ? 


STATEMENT BY WILLIAM L. BATT, UNITED STATES REPRESEN- 
TATIVE, DEFENSE PRODUCTION BOARD 


Ambassador Srorrorp. Senator Green, I should like to use it by 
asking Mr. Batt and Mr. Herod, both of whom will speak on the pro- 
duction problem, to divide such further time as you can give them as 
they see fit. As I explained, Mr. Batt is the United States representa- 
tive on the Defense Production Board. Parenthetically, he is also the 
chief of the ECA mission in the United Kingdom. He has two jobs, 
so that you will see him in the United Kingdom as well. 

Mr. Herod is the Coordinator of Defense Production, and jointly 
they will present the defense production problem. I would like to turn 
the remaining time over to them. 

Mr. Barr. I would like to make one statement, gentlemen, and that 
is that this $7,000,000,000 that we are talking about in connection with 
the proposed appropriation for this year is going to make possible the 
arming of the same number of men as are being armed in the United 
States. Without this money which you are using to “pump prime” 
Europe this fiscal year we are talking about, I am sure that we are all 
agreed that these men will not be armed and that these armies will not 
be ready to fight. 

PRODUCTION PROBLEM IN EUROPE 


We are going to tell you briefly about the production problem in 
Europe because there is, in our judgment, a great misunderstanding in 
the United States about what Europe is capable of doing. The general 
assumption is that we do half and they ought to be able to do half. 
One hears that expression used commonly, and the fact is that Europe 
cannot produce, in our judgment, goods for a modern army in any- 
thing lke what is typical of the United States, or in anything like 
what most Americans think Europe ought to produce. 

You heard General Eisenhower this morning tell you about the 
amount of steel available here and electric power is roughly a third 
of ours in some categories. In anything that I can think of our pro- 
duction generally runs in efficiency from 214 to 314 times what you 
find in the average European plant. There are plenty of exceptions 
but the spread between the best and the average is much wider than 
it is in the Untied States. 

This joint attack of ours on the production problem in the Defense 
Production Board is the first time anything like that has been done. 
Europe is not accustomed to getting together like this and our talking 
about production with them is something that has never happened 
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before. We are the first ones to have a working staff of internationally 
minded people. 

Mr. Herod was the international president of the General Electric 
Co. and he is now building up an international staff of the same type 
that General Eisenhower is building for himself. I, as the United 
States representative, have General Callahan and a staff of 38 people, 
18 of whom are technical experts. They have a lot of know-how about 
guns. In addition to that I have 20 administrative people and it is 
uur job to bring to the Defense Production Board the fullest Amer- 
ican point of view as we can get it, either from the agencies here, or 
organizations in Washington. It is our job to take from the Defense 
Production Board any information that we can and see that it is 
fanned out to the appropriate agencies that have an interest in this. 

We try to develop our United States position in the Board based 
upon the judgment of all of our bosses, Defense, ECA, State and 
Washington, and similarly, the regional groups on this side. 

It is our conviction that the Defense Production Board has thrown 
more light on this pro} blem as to what the deficiencies are, and what 

production capacities are in the various countries, that would have 
hi appened if it had not been there. There is no doubt — it. We 
recognize very well that there is capacity not being used in Europe. 
That is not true of Great Britain, however. Her capacity is running 
full but France and Italy—Belgium to a lesser extent—have a sub- 
stantial amount of unused labor. That does “not mean it is fully 
utilizable in defense production because some tools are not available 
for making wartime goods, so when you say that you have facilities 
in northern Italy, what you mean is that you have surplus labor there. 
To utilize that labor means that you must have machine tools, most 
of which come from the United States as well as most importantly, 
raw materials. 


COMPARING INDUSTRIAL CAPACITIES 


The Defense Production Board is trying to look first at what these 
deficits are and to find out what the capacities of various countries are. 
It wants to see generally how that program is related to our program 
at home. 

I also wanted to mention one little thing that might be lost and 
which was not touched on today; that is, the area of basic research. 
Senator Brewster, you know that the jet engine was developed here, 
as well as plastics, and then I could name a host of critical things in 
the American economy which were developed in Europe and which 
continue to be developed in Europe. The point is that we have taken 
them and reduced them to effective production. That is something 
that we cannot put a value on but which is a part of the contribution 
that this area of Western Europe has made and which is of incalculable 
significance. 

Industry here is so different. from what it is in the United States. 
For instance, my city of Philadelphia is one of the leading industrial 
cities in the United States. I was in Birmingham last week and that 
is probably the leading industrial city in Great Britain. In Phila- 
delphia we have about 800 manufacturing industries and we have 
about 2 million men. Birmingham has a million people and 3,000 con- 
cerns, but 2.000 of those have less than 50 people. 
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For example, there is a little factory going up behind my apartment 
in London. They call it a “factory’ > but it is nothing more than three 
or four garages put together and it is going to be a factory, in Euro- 
pean terms. The kind of production organization that we are deal- 
ing with here is so basically different from what we have in the 
United States. 

The next thing is that you work with this in the United States in a 
way that you don’t here. The United States Government can, has, and 
always will call in this, that, and the other industry when it has a 
problem. If it has a tank problem, aircraft problem, or whatever, it 
will call in the men from that particular industry to help it out. It 
will put all of those men around a table, knock their heads together for 
awhile, and then they will all come out with a conclusion which they 
are well qualified to do. 


SCARCITY OF RAW MATERIALS 


In Europe the government does not call in industry to talk out its 
prob lems that way. They say, “We don’t do that over here.” 

‘They don’t be lieve anything we say, and we don’t believe anything 
they say, either.’ 

There is so little “fat” in the European production system. On the 
American side we have patted ourselves on the back because we gave 
up white sidewall tires at one time, but that didn’t seem to them to 
be very much of a sacrifice. Then we cut back on automobile produc- 
tion and that was a terrific cut to the United States, but remember 
that after we do that we will still have 1 automobile for every 35 
people. In England, a country I know more about, they have a 
capacity of 400,000 automobiles and they are exporting + 320,000 of 
them in order to buy food and raw materials. They keep 80,000 for 
themselves. One person in 635 has a chance at an automobile in Great 
Britain and that is against 1 person in 35 in the new reduced program 
in the United States. 

So, when you talk about European economies pulling in their belts, 
there just isn’t much for them to pull in because there is too little in 
the system. The raw materials situation, in my judgment, is more 
of a problem in Great Britain today than money. I will make the 
prediction here that if OSR and the other regional agencies working 
on increased appropriations of these governments should by some 
stretch of the imagination get the parli: unents to double them, they 
couldn’t do it because the raw materials aren’t available to carry 
those programs out. The raw materials in Great Britain will limit 
what Great Britain will do rather than money. 

I could give you some figures about the increase in production. As 
a matter of fact, there was very little military production in Western 
Europe 2 years ago. We can cite item after item where it is doubling 
year by year. Europe is produci ing about seven times as much mili- 
tary production items as it was 3 years ago. They are going to con- 
tinue to build that up. It is still small compared to the United States. 

We say to ourselves, “There were 4 or 5 million people here under 
arms. What were they fighting with?” They were fighting with an 
accumulation of stuff, which was 20 years in the building, and not at 
all of the kind of thing that our military men require today. I am 
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sure that the military could give an accurate figure, but I suspect 
that it costs 10 times as much for the hardware for the planes and 
guns today as it did 10 years ago. 

I don't think I will be too far off in this. I know of a case from 
my old business in ball bearings. Planes are five times as much as 
they were. Electronic equipment hardly existed before. A modern 
bomber—or a light bomber—has 3,000 ball bearings in it. The stand- 
ard design in the last war had only 125. [De leted.] The light ball- 
ball-bearing load today is 20 times what it was in World War II. 

Senator Green. These details are very interesting, but we are very, 
very glad to have your conclusions. 

Mr. Barr. I gave myself 15 minutes, and I am going to give Mr. 
Herod 15 minutes. 

My conclusion is substantially what you heard around the table; 
that is, that the money is being as well spent as it could be. We Amer- 
ican representatives are doing the best that we can to see that it is 
spent wisely and we are not blindly giving any of it away. It is an 
awfully good investment. 

Senator Green. From the point of view of the United States ! 

Mr. Barr. That is our only view, sir. Because Mr. Herod has 
created this international staff for the Defense Production Board, I 
think it is appropriate that he tell you more on just what the De fense 
Production Board is trying to do today. 

Senator Green. It would be inte resting to hear, brie fly. There has 
never been such an organization in the history of the world, so you 
are establishing precedents. 


STATEMENT BY W. R. HEROD, COORDINATOR, DEFENSE 
PRODUCTION BOARD 


Mr. Herov. I don’t know whether we are establishing precedents 
or not, but we have a lot of problems. In order not to repeat what 
has been said, 1 would like to briefly give you some idea of the situa- 
tion. 

INTERNATIONAL NATURE OF DEFENSE PRODUCTION BOARD 


We have a Defense Production Board consisting of 12 nations. Our 
job, as we see it, is to endeavor to do that industrial planning which 
will enable the deficiencies in the military equipment requirements of 
the different nations to be met where they « ‘an best be met through 
international action. 

In other words, facilities which are available in one place against 
the needs in another place. The problem in Europe is extremely 
interesting and, as you know, if you took the over-all industrial poten- 
tial of the United States as a gage of one, you might say that the 
United Kingdom is about a sixth, France about a tenth to a twelfth, 
all the rest of Europe about a twentieth, and the NATO European 
countries’ aggregate only about 30 percent of the United States. 

But in endeavoring to integrate military production, you unfortu- 
nately cannot say that Italy can make one-twentieth of the heavy 
bombers that the United States does. It just is not feasible for 
Europe to make any heavy bombers. 








“J 
—- 


FOREIGN-AID PROGRAMS IN EUROPE 


Aggregate economic data of that over-all nature are not the key 
to military production potentiality. It happens that we made a 
sample run ona group of 75 items which we believe in value represent 
a little over half of the entire requirements of new, hard goods that the 
ditferent continental Europeans need. 

Senator Green. Do you mean half in value? 


TIME CYCLE IN EFFECTING DEFENSE STRENGTIL POSITION 


Mr. Herop. Half in value of what their total needs will be, over and 
above what they started with. It is very interesting to note that if 
we take the needs which they would have to have, to get the time 
phasing that you gentlemen spoke of, as nearly as we can estimate, 
three quarters of those needs by value are apparently not within the 

apacity of European industry to produce. If you extend your time 
period somewhat, you have about doubled the requirements because 
of the build-up and what not, and the industrial facilities in Europe 
could produce a reasonable percentage of those needs if all were placed 
on order. The balance could not even be made within the time limit 
because at the physical limitations of the type of plant. 

If you give us 10 years, we can produce these things in Europe. 
If you have to have these things to meet an emergency, ‘the aggregate 
that European facilities can produce, with the type of equipment and 
tools that are available and readily accessible to them, is only a per- 
centage of their hard goods requirements by value. That is in spite 
of the fact that there is a great deal of surplus ¢ apacity in Europe. 

Asa matter of fact, the estimates for the total capacity that exists 
show that a fraction of the capacity in the armament lines is surplus 
to all the needs of Europe. By 1954 a a r fraction would be surplus 
to all the continental European needs, but it does not come in the 
same lines. You have a surplus in one category, but you cannot offset 
that against another category. 

We have been an: ‘iy zing this from the time-phasing standpoint, 
from the standpoint of what you can produce. We have had task 
forces go out and estimate what the physical production can be, 
subject. of course, to things which we have not yet taken into account 

rose limit: ations of over all manpower or over- -all shortages of 


material which the entire economy would have to stand. That, we 
cannot get. 

The question was lkewise raised this morning as to storage and 
locations. I would like for your information to indicate that the 
ocation of these plants is given a certain amount of consideration. 
Fro. Line standpoint of storage and depots, it is given ereat con- 
sideration and one of the key problems of where we can manufacture 
an nition teday—which took more shipping in the last war than 
any other single item of equipment—is where we can store it. 
Deleted.| As Mr. Batt said, the limitations at the present time are 
money, tools, materials, and fundamentally the speed with which 
European industry can convert. Some of us around the table have 
i good deal of work with European industry and I think we 
are iliar with the fact that you cannot get European industry to 
reconvert and gear to a new product as quickly as we can in the States. 
First, the machine-tool industries are not as big. Secondly, thev 
have not the technicans that we have in the States in that regard. 
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and they do not have at their disposal the resources to devote to new 
expansion of facilities to anywhere near the same extent that we 
have in the States. 


TIME CYCLE SET BY THE MILITARY 


The conclusion, if you wish conclusions, that I would like to express 
to you is definitely that if we have a time cycle set by the military 
which wants us to meet a defensive strength position by one date, 
and another defensive position by another date, or in a relative ly short 
time, e have rot to face the proposition that Europea indi stry, no 
matter > it you poured billions in here, has not the facilities to manu- 
facture the bulk of the requirements in the time allowed. On the 
other hand, if you give it 10 years, you would get it. 

Senator GILLETTE. Who is going to give them 1 10 years ¢ 

Mr. Herop. | Deleted.| I am giving you the ratio with the time 
element. This need is cease of the time element. 

Senator Green. Is there anything more to add? 

Mr. Barr. No, Senator Green. 

Ambassador SPOFFORD. This is General Schuyler, who represents 
General Eisenhower on the ECC. 

General Scuuyier. I represent General Eisenhow largely in a liai- 
son c apa city 2 as was explai her | . tose e that (yene ral Eisen hower Is com- 
pletely aw: ire of what is going on in these various policy decisions 
taken by the body and polic) vy decisions taken back to the States by the 
body. and to be sure that they are, in General Eisenhower's opinion, 
the best in meeting his objectives. 

Senator GREEN. Do you have any corrections to make ? 

General Scuuy.er. No, sir: I have none. 

Senator Green. I am very glad to have that assurance from you. 

Do you have any more comments ? 

Ambassador Sporrorp. No, sir: I think that we could continue with 
the discussion, but we will be with you again when you come back to 
complete this and to supply the details and answers to some of these 
questions that you have asked. 

Senator Green. I want to thank you, and all those with you, on 
bel talf of the committee, It has been a great satisfaction to hear from 
you first-hand and get so much information on the situation here. It 
has been ve ry helpful to us and will be helpful when we get back home 
to make the appropr lations. It has been a oreat help and satisfaction. 

Senator Brewster. Do I understand that 
of this? 

Senator Green. It will be confidential. 

Senator Brewster. Do you have anything here that you want to 
eliminate ? 

Senator Green. We want to subject it to that. 

General Hanpy. We have given you some confidential stuff here. 

Ambassador Sporrorp. A full transcript will be ulable to the 
‘committee and the classified portions will be indicat 1 

Senator Brewster. [ think the committee had a complete transcript. 

Senator Green. It was only one copy; not restricted. 

Thank you, gentlemen. 

(Whereupon, at Dd: 30 p. In... Monday, July Ye LODS1, the conference 


was adjourned. ) 


we will have a transcript 








j 





Slt radi Be tein 


: 





UNITED STATES FOREIGN-AID PROGRAMS IN EUROPE 


TUESDAY, JULY 10, 1951 


SUBCOMMITTEE OF THE COMMITTEE ON FOREIGN 
RELATIONS ON UNITED States Econom 
AND Miuirary Assistance TO Free Evrore. 
Ame rican Embassy, Paris. France 

Members of the subcommittee present at the hearing were Senator 
Theodore Francis Green (chairman) and Senators McMahon, Spark- 
man, Gillette, Wiley, Smith of New Jersey, Hickenlooper, and 
Brewster. 

Also present at the meeting were Francis O. Wilcox, chief of staff, 
and Carl Marcy, staff associate, Senate Foreign Relations Commit- 
tee; Assistant Secretary of State Jack McFall, Horace Smith, State 
Department Senate liaison officer; Col. Wade M. Fleisher, Defense 
Department escort. officer: Mr. Nathaniel H. Goodrich, assistant gen- 
eral counsel, Department of Defense, and Col. Lyal C. Metheny, 
United States Army liaison officer, SHAPE. 

Senator GREEN. Gentlemen, let us begin. Some of the Senators said 
they would be late, and it is already a quarter past 9. We have to 
adjourn at a quarter past 12 this morning: so bear that fact in mind, 
and I hope that your questioning of any one witness will not be too 
long. 

Mr. McFauu. Mr. Chairman, there will be three men in each coun- 
try team, and we should be able to move right along. 

Senator Green. Will you introduce yourselves / 


COUNTRY TEAM PRESENTATION: DENMARK 


Mr. McFauyi. Mr. Chairman, this is the first group of the country 
teams that we have asked to come to Paris from the various partic- 
Ipating countr ies in order that you might get a picture of the situation 
in the carrying out of the program. The first team is the one from 
Denmark. 

I have with me Mr. Harold Shantz, counselor of the Embassy in 
Denmark. Immediately to his right is General Snavely, of the Mili- 
tary Assistance Advisory Group in Denmark, and next to him is Mr. 
Marshall, who runs the Marshall plan in Denmark. 

Senator Witey. Another monopoly. 

Mr. McFauu. Mr. Chairman, I will let Mr. Shantz carry on from 
there. 
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STATEMENT BY HAROLD SHANTZ, COUNSELOR, AMERICAN 
EMBASSY IN DENMARK 


Mr. Suanrz. I will first make a general statement. We feel that 
Denmark is a very loyal member of the NATO, and that it is 

Senator GREEN (interposing). May I interrupt? The various wit- 
nesses testified that they would spell out the names of the organiza- 
tionss that. they are talking about and would not use the alph: abetical 
abbreviations which may be familiar to all of you, but not to us. 

Mr. Suanrz. | was referring to Denmark’s membership in the 
North Atlantic Treaty Organization, and its support, which is steadily 
growing in Denmark. We also believe that the defense and economic 
aid which the United States has provided to Denmark is justified and 
should be continued. It is just over a year ago that the first military 
items began to arrive under the Mutual Defense Assistance Program. 

Progress in building up the Danish defense system has been impres- 
sive. New legislation has established a Defense Ministry and a sep- 
arate air force. It has increased the training period for conscripts 
and provided for a retraining period. It has increased training 
facilities for officers. It has provided for additional army, navy, and 
iir-base facilities. 

Senator Green. When you say “provided” do you mean appropri- 
ations ¢ 

Mr. Suanrz. The appropriations are made; plans are made, and 
construction has begun. They have promised to build up all of the 
forces that have been agreed to as necessary under the North Atlantic 
Treaty defense plans. 

Senator GREEN. Promised whom ? 

Mr. Suantz. They have give ‘nus assurances. 

Senator Green. Who is “us” 4 

Mr. Suantz. The United States Embassy; written and verbal as- 
surances that they will do what they have agreed to do under the 
agreed North Atlantic Treaty plans and considerable in addition to 
that. For example, the plans make no mention of forces such as 
their local defense forces and their home guard. The home guard is 
an important organization in Denmark. Enlistments have grown 
steadily. [Deleted.| They are in continual training. They are 
armed and trained for defense, particularly against. paratroopers 
and amphibious landings, as well as internal sabotage. They have con- 
stant practice, and they have never failed to mobilize less than 90 per- 
cent of their men in an hour’s time. 

Senator Green. Time exclusive on that, or is that something they 
do in addition to the usual work ¢ 

Mr. Suantz. This is in addition. They only devote their week- 
ends, nights, and holidays occasionally. 

Senator Green. That is what I thought. 

Mr. Srranrz. They are all former soldiers. They keep their arms 
in their homes, and that is the reason they can mobilize so quickly. 





DANISH WILL TO SUPPORT NATO 
Of course just as important as these means of defense is the will 
to use these weapons, and we believe that sentiment is steadily grow- 


Ing. Denmark jomed the North Atlantic Pact by a decision of its 
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three major political parties, and they have since steadfastly sup- 
ported it. Although the minorities in each party had misgivings, 
the leadership in the Government, the press, and elsewhere, has be- 
come more and more emphatic in the support of the North Atlantic 
Treaty Organization. 

The smaller parties that opposed the North Atlantic Treaty a 
zation have suffered for it at the polls. Within the framework « 
the North Atlantic Treaty, Denmark has recently concluded an im- 
portant treaty with the United States in the defense of Greenland, 
which will make bases available in that strategic area. If the Danes 
have not done as much to build up their defense as we might think 
desirable and necessary, we do have to remember that they practically 
started from seratch not so long ago. Their arms had either been 
destroyed or taken away, and their small navy was sunk in 1943 to 
prevent its being taken over by the Germans. They sank all of the 

ships not able to get away from their own harbors, and at that time 
the ‘y did not have any trained officers. They had no field experience. 

In addition, raw materials for defense production did not exist in 
Denmark. All of its fuel must be imported. They must pay for 
their imports by their exports, which are mainly food products. The 
devaluation of 1949 greatly increased the cost of imported materials, 
while the prices the Danes got for their food remained relatively un- 
changed. Their economy has suffered ever since. 

To keep afloat and at the same time obtain much larger funds for 
defense, they have within the past 8 months increased income taxes 
and excise taxes, instituted forced savings, increased bank rates, and 
have taken numerous steps to reduce consumption and conserve stra- 
tegic materials. We feel sure that they will take further steps when 
the need for them is proven. Their Government is determined to do its 
full share in defense as a loyal ally in NATO, but, in the interest of 
our security and to hasten the fulfillment of NATO plans, we think 
we should continue to aid Denmark. 

Would you lik something further ? 


DANISIL EFFORTS TO IMPROVE SITUATION AS ARMED ALLY 


Senator Green. I think we would like some more detail. We had 
some information already that Denmark was almost at the bottom 
of the list as to the efforts that were being made to improve its situa 
tion as an armed ally. [| Deleted. | 

Mr. Suantrz. Do you have the figures on that, Mr. Marshall / 

Mr. MarsuHatyi. Do you mean the financial figures or the figures for 
the armed forces / 

Senator Green. Take the increase in military forces, or the per- 
centage uncronne of the budget used for defense, or the appropria- 
tions, or the controls, or the taxes. In all of these respects, isn’t it 
behind the other countries in the North Atlantie Pact’ That is in- 
formation we want, 

Mr. SHANTZ. We don't hi ave the comparative figures aval ible. The 
expenditures for defense in the fiseal year just ended, which is the 
vear since Korea, amounted to 857 million. Isn't that it? 
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Mr. Marsuauyi. The increase in the budget for defense purposes 
between last year and this year amounts to 74 percent of an increase. 
The figures run—lI have to translate this from kronor into dollars— 
from 391 million kroner to 680 million kroner. That’ is approxi- 
mately $100 million. 

Senator Smiru. What percentage of increase / 

Senator Green. It is one of the lowest percentages of increase in 
the respect that it was one of the lowest in the original figures. Here 
is a table that has just been furnished me in response to a question 
put yesterday, and perhaps it would be helpful to you in testifying. 
Denmark is the second one on the list. 

Senator Winey. It shows a Jd5-percent increase there; doesnt it? 

Senator Green. Yes. 

Mr. Suantz. The amount that has been actually budgeted this year 
is approximately $95 million compared to $56 million for last vear. 
This is a projected figure based on an assumed increase in the gross 
national product and increased availability. 

Senator Green. That is a very low figure for an increase. [ De- 
leted. | 

Mr. Suantz. In absolute figures it is small, but you have to keep it 
in proportion. Denmark has a population of less than 3 percent of 
that of the United States. It was left denuded. 

If you start from nothing and make something out of it in a few 
vears, you are making a lot of progress. 

Senator Green. What we have to bear in mind is this: The eriti- 
cism of not the general attitude that we take, but that we are doing 
far more than our share and the allies are not doing their percentage 
share. We want to be able to meet that criticism, if the Danes don’t 
justify it. 

INCREASED TAXES IN DENMARK 


Mr. Suantz. The pe Government is certainly doing its best to 
raise the share. As I say, they have to meet the extra funds needed, 
and they have put in ‘all restrictive measures that the pubhe will 
stand for. In fact, a good many of their taxes are inden the point 
of no return. 

For example, excise taxes on liquor are higher than that of any 
other country, and their receipts during the past year have not in- 
creased at all with the additional increases in those excise taxes. The 
income taxes go Way down into the economy, actually. A person earn- 
ing an income of $30 a year has to pay an income tax in Denmark. As 
you know, they are limited to what the public will take, and they are 
certainly going as far as they can. 

Senator Green. Could you give us some more figures that would be 
helpful? 

Mr. Suantz. For defense purpose, there is an additional income tax 
ranging up to 16 percent on the first $2,250, plus 20 percent on amounts 
in excess of this, as well as additional income tax for other purposes 
ranging up to 6 percent. 

Items rationed are rice, sugar, coffee, and some petroleum products. 
Coke is going to be rationed soon. The most important economic prob- 
lem confrontintg the Government is the adverse balance of payments. 
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There is also a deterioration in trade coupled with a relaxation of im- 


port rest rictions in accordance wit hthe directive of the Organization 
for European Economic Cooperation. 

Denmark’s principal exports consist of agricultural products, the 
main part of which is sold to the United Kingdom a a long-term 
contract negotiated prior to the devaluation. ‘The production of these 
items is largely dependent on dollar feedstuffs whose prices rose im 
mediately in kroner terms after the devaluation and have increased 
further since July 1950, whereas the prices of butter, bacon, and dairy 
products to the United Kingdom have risen only slightly. 

Senator GREEN. Are those prices fixed in compet ition with those of 
any other country ¢ 

Mr. Marsnau.. English prices ? 

Senator Green. Prices in Britain. 

Mr. Marsuauy. No; they are fixed prices for 5 years. 

Senator GREEN. Were they fixed by ugreement sometime ago? 

Mr. MARSHALL. Sometime avo, and they are prices that are subject 
to a negotiated annual change not to exceed 7 percent, which the 
Danes have approximately gotten from the British for the next year. 

Senator Green. When is the period up / 

Mr. Marsuaunu. Two years from now. Most of them vary; some of 
them two and some of them three. 

Senator Green. Threats of war have not been taken into considera- 
tion / 

Mr. Marsnuauyi. The Danes have taken them into consideration, but 
the British consider them contracts. Two different points of view. 
It is always the same question for a country with an agrarian ecol 
omy. It always suffers at times of rise in prices, whereas steel, non- 
ferrous metals, and things of that sort. regardless of contracts, do not. 
They do not show anything like a commensurate rise 

They also have a bad international balance of trade at this time. 

Senator Green. Mr. Shantz, will you proceed ? 


rHE WILL TO DEFEND TITEMSELVES 


Mr. Suantrz. May I only say that Iam not an economist but I would 
say that some of the tables have shown great quantities for the various 
organizations, such as NATO, the Organization for European Eco- 
nomic Cooperation. Haterton ately, Lam not able to quote them in de 
tail, but what I have in the back of my mind is this: 

I know it is important that we know exactly what they are doing, 
but sometimes I think we are oversupplied with statistics on these 
subjects. I served in Greece from 1936 to 1939, and I saw their army 
built up in those 3 years to a real fighting force from practically noth- 
ing. It was able to fight the Fascist armies for 6 months successfully 
until the Germans came to help them. 

From there I went to Finland, and I was there during the war and 
saw the Finns take on the Russians single-handed and keep them off 
for 3 months. Both of these were relatively small countries, such as 
Denmark is; and, on the face of it, it was a hopeless situation in both 
cases, 

The point that I want to make is that people who have the will to 
defend themselves will do it. They will make the sacrifices. They 
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will increase their budgets. But the most important thing is the will 
to use the resources that they have to the best of their ability. 

Senator Green. It is certainly very important. | Deleted. ] 

Mr. Suanrz. I have not prepared anything more. 

Senator Witey. | only have two or three questions. After all, the 
testimony of expert witnesses is really what we are looking for in 
these meetings. We want to get some of the facts. 

How long have you lived in Denmark ¢ 

Mr. Suanrz. A year and a half. 

Senator Winey. Of course, you weren't there in the last war when 
the Germans took over, but the King and his people remained in spite 
of that, as you know. 

Now, you said in your testimony that arrangements had been made 
for bases. I think that in that connection we ought to have the testi. 
mony of some of the military people to show us possibly what the value 
of those bases is, and so forth. 

Mr. Suanrz. I mentioned only bases in Greenland in connection 
with the recent agreement we made, 


BASES IN DENMARK 


Senator Witey. We know about that in Greenland. Is there any 
planning for bases on Denmark itself, giving up bases, or anything 
of that kind? 

Mr. Suantz. They are creating their own bases, as I understand 
it, in accordance with the NATO. If General Snavely can answer 
that question—— 

General Snavey. I will be glad to brief the Senator on that. 

Senator Green. I think we had better finish with Mr. Shantz first. 

Senator Witry. You have two additional delegations and there is 
already some time gone on this. Perhaps you can just point out 
those bases. [ Deleted. ] 

This planning apparently is in accordance with the over-all plan- 
ning of the NATO military people. 

General SnNaveLy. Yes; that is correct. 

Senator Wixry. It is not simply Denmark’s independent activity ? 

General SnNavety. No, sir. This is in accordance with their com- 
mitments in the NATO organization. 


DANISH DETERMINATION TO FIGHT 


Senator Witey. That is all I wanted to get from you, sir. Now I 
would like to ask the witness a question. Is it your opinion, based 
on the best evidence that you have—which is observation and talks 
with the King possibly, as well as others there—that there is a terrific 
will to fight and to continue as an independent people in case Russia 
strikes? That is what I want to know. Will they really fight? That 
is the important thing that we are interested in. 

Mr. Suanvz. I believe the will and determination to fight among 
the great majority—you cannot say it is true of everybody in Den- 


mark—is very emphatically true of the leaders, partic ularly within 
the government. 
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OWN SELF DEFENSE AS COMPARED TO COMMON DEFENSE 


Senator Green. There is a great distinction. Nations are some- 
times willing to fight in their own defense, but that is the limit of it. 
But to cooperate with others and to fight with others for the common 
defense, that is something they may not be too keen about and perhaps 
unwilling. 

Mr. Suantz. The people as a whole—— 

Senator GREEN (interposing). Which do you mean / 

Mr. Suantz. The people as a whole would probably have been 
unwilling to take up arms a few years ago, or certainly after the war 
because of the feeling of helplessness, but they nae now begun to 
really appreciate that they have powerful allies and they are members 
of a powerful organization. They were particularly impressed by 
our action in Korea. 

There were great numbers of people who thought that up to that 
time it was hope ‘less to try to defend Denmark because it would be 
immediately occupied and by the time it was liberated there would 
be nothing left of the country. Our action in Korea made them 
realize they were members of real fighting organizations—both the 
United Nations and NATO. They had powerful allies and they 
now have hope which did not exist a few years ago. They now have 
hope that they can really do their share and keep off aggressive 
forces—fight sheen off—for a period until 

Senator GREEN (interposing). Will they share in the common de- 
fense wherever needed, not only in their own self-defense / 

Mr. Suanrz. Yes; Denmark is in such an exposed position. You 
can see that from the map. It is only 27 miles from Denmark to 
Russian-occupied Germany. Copenhagen is nearer to Russian terri- 
tory than any other capital and that is one of the reasons I emphasized 
that in addition to the regular mobile forces, the home guard and 
local troops. I am honestly convinced that they are getting a real 
fighting spirit. It is not a thing that you can do over night. There 
has been a tremendous change in the past year, in my “opinion. 

Senator Green. Similar to Denmark there was a change in Korea, 
too, 

Senator Sparkman, do you have any questions? 

Senator SparkMAN. | would like to ask the general some ave with 
reference to the bases that he pointed out there. Those ar » Danish 
bases ¢ 

General SNave.ty. Those are Danish bases; yes. 

| Deleted. | 

Senator SparkMAN. We are establishing bases on Greenland under 
the protection of Denmark—under agreement with Denmark? 

General SNAveLy. We have a treaty signed with them, as you know. 

| Deleted. | 

General SNavety. We consider that one of the greatest contribu- 
tions that Denmark can make to this common defense, the contribu- 
tion of those bases. 

Mr. SparkMAN. I was in Denmark in the latter part of 1949 and 
I was rather impressed at that time with the fight that the people 
seemed to be making on an economic level. I am sorry that I didn’t 
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get all of your testimony, but do you think that there is a rather 


adequate economic recovery in Denmark ? 

Mr. Suanrz. We believe so. 1 would rather pass that on to Mr. 
Marshall who has been the head of the Marshall-plan organization 
there since its inception. He has the whole picture better than I have. 

Senator SpaARKMAN. I thought you testified on that. 

Senator Green. We will get to him a little later. 

Senator SparKMAN. I thought you had covered that. That is all 
then. 


NORTHERN REGION WITHIN NATO 


Senator Smirn. Is there any working together with Norway and 
Denmark or do they work separately with the NATO organization ¢ 

Mr. SHANTz. They work closely together. 

Senator Smrru. Of the Scandinavian group as a whole, Sweden is 
out of the picture. xs Norway and Denmark work more closely to- 
gether since NATO, or what is that relation ? 

Mr. Suanrz. They hi ive always endeavored to work closely together. 
Under NATO they have established a northern region composed of 
Norway, Great Britain, and Denmark. The he adquarters of the north- 
ern region will be in Oslo. The Danes, in our experience, have always 
worked very closely with the Norwegians. | Deleted. | 


CONSCRIPTION IN DENMARK 


Senator Smiriu. How long is conscription now ¢ 

Mr. Suanrz. Under the most recent act it is 12 months plus 
months’ additional training in later years. 

Senator Saurru. Why is that shorter than that of some of the other 
countries ¢ 

Mr. Suantz. Well, their main reasons for not increasing it further, 
immediately, have been lack of training facilities, lack of barracks, 
and a lack of sufficiently trained officers. Considerable progress is 
being made in that line but they are limited by the number of trained 
officers, actual facilities, and they have been limited also to a certain 
extent by the amount of material. 

Senator Smiru. Is NATO furnishing any officer material, or doing 
any training in these different countries, such as Denmark, or Nor- 
way? Ordothey each work on their own ¢ 

Mr. Suanrz. Up to the present they are working on their own but 
with the advice—— 

General SNAVELY (interposing). My organization, the Military As- 
sistance Advisory Group, is mainly concerned with furnishing them 
material and giving them advice on its maintenance, care, and use. 
We do enter the training field just a little. However, under the 
SHAPE organization, they have established a command for the north- 
ern region. 

Admiral Brandt is the over-all commander, He has a staff; a Navy 
commander and an Air Force commander. As I see it, those gentle- 
men will be mainly concerned with the training part of the problem. 
Ours is to get the weapons into their hands in good shape and see that 
they are maintained and cared for properly and that the end use is a 
correct one. 
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SMALL ARMS PRODUCTION IN DENMARK 


Senator Smiru. I take it that there is no military production in 
Denmark. The equipment has to come from outside; is that correct ? 

General Snave.y. There is a small military production in Denmark. 
However, it is diversified and they cannot produce much material 1 
time so that we have to program most of their deficiencies. 

Senator GREEN. Small arms ¢ 

General SNAveELY. In small arms they do have a small capacity, and 
this year they have made some 9-millimeter ammunition and some 
small-arms ammunition. For next year they have a program for some 
small arms. 

Senator Smiru. Do you happen to know whether the NATO pro- 
gram covers all of these countries in the Atlantic Pact, so far as pro- 
duction is concerned in this area, or do the *V let each « ‘ountry go off on 
its own and then we send in whatever they may be deficient in ¢ 

I was wondering whether this European area is moving toward a 
production program in taking care of the needs of the area. Is that 
outside your jur sage 

General Snavery. That is a little out of my field. Would you like 
to handle that ? 

Mr. Suanrz. As you undoubtedly already know, the North Atlantic 
Treaty Organization, through the Defense Production Board, is t rying 
to rationalize the Europe production of all the countries. It is some- 
thing which is under constant study. Meanwhile, Denmark has gone 
ahead with what production it can make for which there Is proven 
need pe nding decisions by the Defense Production Board as to what 
more they should make there. 

They have small, Government-owned army and navy hostels in Det 
mark and then there is a small-arms firm which makes good-qu: sliky 
weapons. They are going right ahead with their own needs, but the 
Government will take advice from the Defense Production Board 
when it gets it. 


DANISIT OVER-ALL DEFENSE IN CASE OF AGGRESSION 


Senator Smire. Tam trying to add how much progress has actually 
been made, to see what plans have been made for this and what plans 
have been made for that in the way of committees, commissions, and 
all that. cross-wise. IT would like to know what actual results have been 
obtained toward getting them out, and the thing I am particularly 
interested in is to get some light on what progress has been made before 
going back to the Senate for its necessary action. 

Mr. Suanrz. I would hesitate to testify on that. 

Senator Smirv. | would hardly expect you to testify for Denmark’s 
attitude on the whole picture, but I want to see what measures 
Denmark is relying on for its own salvation in case of trouble. It is 
an important area with Skagerrak, and so forth, and I am wondering 
what the picture is for the over-all defense in case of aggression. 

Mr. Marsnaus. I might throw some light on that. That is pri- 
marily the business of Mr. Batt and the Defense Production Board 
and through his directives every ECA mission in every country is 
analyzing and has largely completed the analysis of potential militar y 
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production in its country. That will then go to Mr. Batt’s office for 
putting them all together to see what Europe as a whole can produce 
in every specific line of military production. 

For instance, we send down charts, some 3 feet long, for specific 
machine tools in the machine tool industry for Denmark. That will 
then go through the foundry business, metalworking business, and 
even the uniform business for shirts, shoes, and so forth. All of that 
information from every country should be in Mr. Batt’s office in a 
short time. What we are attempting to do, and what we are going 
to do, is to tell every country where it can get certain material in 
Europe and where it can buy it. We are not going to give it to you. 
That is the basis of what Mr. Bi itt is doing. 

Does that answer your quest ion ¢ 

Senator Smiru. That gives me a little light on that. 


DANISH MERCHANT MARINE 


To what extent have the Danes built up the merchant marine since 
World War II? 

Mr. Marsuauu. They are now up to 100,000 tons in excess. They 
are up to a million tons but they are still somewhat disproportionate 
as to the repairs on thea: own ships. They have not built enough 
ships. They have new and old and not much intermediate. 

However, they are very far ahead of where they were when we 
came—some three or four hundred tons of ships. 


DANISH SPIRIT 


Senator Smiru. Am I right in the feeling that I have? I have 
been to Denmark a number of times and am I right in the feeling that 
the spirit which these people have is somewhat similar to the spirit 
of the Finns? They are an up and coming people. They have great 
love for the western tradition and they belong naturally to it and 
are against anything that smacks of communism. 

Mr. Marsuaun. I think you will find that that is a Seandinavian 
trait more than anything else. They are a very proud and inde- 
pendent people. As far as fighting for themselves is concerned, they 
are going to do it. There is no question about that. If I can just 
say a word more here, I think as to the results of the efforts so far, you 
have to take it from where it was when this started. 

There was not an officer in the Danish Army who served with 
anything bigger than a regiment. They were not neutral when the 
Germans beat them and lost two-fifths of their country. They decided 
they were not big enough to fight and thus became a neutral. They 
acquired quite pacifist feelings which were very much destroyed by 
the occupation of the Germans. 

When we came to the question of considering the Danish rearma- 
ment, we not only had to rearm the Danes but educate the officers. 
There was not an officer who knew the construction of a brigade, or 
anything else about it. We are talking about divisions so that neces- 

sarily it was a confusing and slow process. The way I look at the 
whole thing is what they have done against the background of not 
having trained officers and no armament of any sort compared to 
where they are today. The difference in two years has been tre- 
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mendous. They are about at the start of really attacking the problem 
intelligently and with proper human equipment and increasing end 
item equipment. 

Senator Smrru. Would you say that the neutral position that they 
took will be set aside now in the light of the North Atlantic Pact and 
their participation in the collective army / 

Mr. Marsuaun. That is right. It has been set aside, and it is a 
quest ion of imple ment: ation. It has been slowed by the lack of trained 
people to undertake the planning. Of course, the absolute lack of in- 
formation in the country, and knowledge in the country, of what is 
necessary has also had its effect. 

lor instance, between this year and last year they have raised their 
budget for the purpose of military expenditure by 74 percent. It is 
actually 73 percent and a fraction, but let us call it 74 percent. It is 
a considerable amount anyway, and it runs well over $100 million. 
That is an increasing proposition, and they are just now beginning to 
be able to spend that money and accomplish these things after the 
very slow start that they had. 

Senator Smitru. Is that to buy equipment or to pay their army? 

Mr. Marsuatt. No; it is to build barracks and increase the capacity 
of their airfields. It is to actually clothe the soldiers and put them out 
and train them. That will cover the cost of housing them, feeding 
them, and so forth. They have an over-all plan, and in their part of 
the over-all European plan they have tried to perform by the time—— 

Senator SMITH (interposing). Will they maintain those airports 
that all of the other NATO countries will use? They won’t have an 
air force, but will the United States planes and British planes use those 
bases ¢ 

Mr. Marsuaut. I would rather have General Snavely tell you that. 
They now have some very small but rather heavy pilot-training pro- 
gram that is going on. 

Senator Smira. Has their economy recovered since World War IT? 

Mr. Marsuauc. Recovered up to 1949, and it began to go back : see 
devaluation. It is now beginning to establish what might be called 
equilibrium from the very hard blows that it took from the devalua- 
tion, because over a billion kroner on balance in a year was lost. That 
is a job that has to be done. 

Senator Smiru. 1 was wondering if we are going to get further 
testimony on that. Do you have a statement to make on that ? 

Mr. Marsuau.. Yes. 

Senator Green. I think the other Senators would like to ask some 
questions first. . 

Senator Gitterre. I have three or four questions I want to ask. 

Mr. Shantz, in your first statement, you stated that very encourag- 
ing promises had ‘been made and to a limited extent carried out as to 
expansion and roilitary contribution. Is there any time limit as to 
when those promises will be effected ? 

Mr. SuAntz. There are very definite time limits. 

Senator GILLerre. Such as. 

Mr. SHANTz. Set up by the plans of the North Atlantic Treaty Or- 
ganization. | Deleted. | 
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TRAINING OF ARMY PERSONNEL 


Senator Gruterre. With reference to that training and completion 


of that commitment, Mr. Marshall and Mr. Shantz mentioned that 


there is a deplorable lack of officer personnel. Where is that personnel 
to come from to train these contingents and have them feady by July 
of next year? 

Mr. Marsuauy. I think I said there “was.” 

General Snavety. We pointed out early in our program the lack of 
trained officers and noncoms. They have set up a schedule for train- 
ing officers and they have called some back from civilian life, Reserve 
officers. We are training a great number of officers and technicians 
in the United States. For example, at the moment we have some 
60 jet pilots under training. 

Senator Gitterre. They are Danish? 

General Snavevy. Danish; that is right. By the time that they get 
back here they will have the equipment started flowing to them. 


BASES IN GREENLAND 


Senator Gitterre. Mr. Shantz, I wanted to ask you a question with 
reference to what you say probably is the heaviest contribution that 
has been made and most valuable up to the present time; that is, the 
bases in Greenland. Under what terms were those negotiations made ? 
Have they just leased those and are we to develop the bases, or what ? 

Mr. Suanrz. There is no actual leasing involved, but the agreement 
permits us to establish bases and to take over the command of those 
which are of primary interest tous. The Danes will continue to have 
control of Greenland in general and will have installations of their 
own, but wherever we agree that the need is apparent we will control 
the base ourselves. 

Senator Gmuerrr. The contribution, then, is of an area on which 
we can develop an air base and use it? 

Mr. Suantz. Yes. 

Senator Gitterre. For a specified length of time? That is the only 
contribution that they are making, the area that we are using? 

Mr. Marsnaun. Or areas. 

Mr. Suantz. There are various areas, but they also make their con- 
tribution to the general defense in that effort by running those vari- 
ous weather stations, and they have taken over the principal naval 
base there; so they will be contributing toward the defense of Green- 
land even though the specific bases that we control would be presum- 
ably entirely done by ourselves. ° 


EXTENSION OF CONSCRIPTION PERIOD 


Senator Ginterre. The next question on detail was the extension of 
the conseription period. You say it is now 1 year ! 

Mr. Suanrz. Yes. 

Senator Gitierre. Is that 4 years’ training actually in camp, or is 


some portion of it at home, and do they report for traiming at a speci- 
tied time ¢ 


Mr. Suanrz. Four years in camp. 
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General Snavey. Four years in camp and maneuvers at the end of 
that period. May I add one other thing to that, Senator? While this 
new defense law continues the 12-month period of training, it sets up 
the enabling legislation whereby the Defense Minister can extend that 
period under cert: ain circumstances in case of emergency. 

They have left the date open to further extension of it. We are 
pressing them very hard on that point because we feel that it is the 
greatest weakness in the defense system. 


DANISH ATTITUDE TOWARD NATO 


Senator Gitterre. Thank you. Now I would like to ask this general] 
question which everybody realizes as to the exposed position of the 
Danes and their limited area and resources. I want to ask this ques- 
tion as to their attitude. They have committed themselves to this 
organization and, as you know better than we do, the American people 
have a tremendous investment in this organization. We want to 
report to them. 

Is the attitude » of the Danish people such, or could it be summed 
up in this way: They feel that ne they could not defend the ma 
from Russian expansion and that they are associating the - elves with 
this organization on a purely home-defense basis? They have no dis- 
position or expecti ation to furnish troops to us in other parts of the 
world by the North Atlantic Treaty Organization, or the United Na- 
tions, but they want to have allies to come in and help them to defend 
themselves ? 

Are they figuring on a contribution to the general goal of the organ- 
ization or are they figuring on an ally that will come in and help them 
defend their hormeland ¢ 

Mr. Marsnani. They have already contributed to SHAPE troops 
on duty in Germany and they are going to build up that part of 
General Eisenhower's forces—general army. 

Senator Gituerre. | underst: and that their contribution to Korea 
has been a hospit: Eee if | am correctly informed. 

Mr. Suanrz. Yes, s 

Senator GILLETTE. Is there any disposition that you can see on 
the part of the people to feel that they would want to send their r boys 
into such an area as Korea / 

Mr. Suanrz. You will find a great difference of opinion on that: 
there is a strong feeling. L have had many Danes speak to me with 
great feeling on the subject of how chagrined they are that they didn’t 
make a contribution in Korea. As you know, recently there was 


\ 
call for further troops to go to Korea, and the President in veneral 
gave strong support to the idea of sending troops to Korea. On the 


general situation they insist that they will do whatever is required for 
an integrated NATO force. As I understand the situation, because 
of Denmark’s position it is impossible for them to raise armies which 
can go abroad. It wouldn’t make sense, because they need more men 
than that to defend Denmark. 

Senator Gitterre. Should Denmark be attacked. 

Mr. Suantz. Yes; but that does not mean that they are not willing 
to do their share whewever it is necessary. 
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Senator Brewster. I wasn’t here during the early part; so, if any 
of my questions duplicate those that are already answered, you will 
understand. But I was particularly interested in Mr. Marshall’s com- 
ment about their economy. 

How far does that continue to be integrated with the British in 
the matter of supplying their troops? 

Mr. Marsnaus. It is just the same as it was when you were last here, 
Senator. 

Senator Brewster. They were having quite a controversy with the 
English about the pr ice of eggs, butter, ‘and cheese. 

Mr. Marsuauy. That is still going on. 

Senator Brewster. Have they adjusted that ¢ 

Mr. Marshall. No; there is a limit provided in the contract. 

Senator Brewsrer. What was the effect of the devaluation? It had 
its effect on all countries, but they put its impact off to that? 

Mr. Marsnaun. Yes; that means that they had to pay for copper and 
everything else at the world price. 

Senator Brewsrer. You said that they had reached equilibrium 
now ¢ 

Mr. Marsnati. No: I said that I hoped they would in a few months. 
Our forecast is that they will probably be substantially in balance by 
the first of the year and mi aybe sooner. 


DANISH SHIPBUILDING 


Senator Brewster. How is the shipbuilding doing ? 

Mr. MarsHat. Shipbuilding i is doing very well. They have ships 
up to 1,200,000 tons. They have some old ships and they are building 
new ones—redressing the aged ones 

Senator Green. Did they ever raise those ships that they sank to 
keep them from the Germans? 

Mr. Marsnauy. I don’t know. 

General Snavevy. The scuttled ships / 

Senator Green. Yes. 

General Snavevy. I don’t believe so, sir. 

Senator Green. Do you have anything to add, General Snavely, t 
what vou have said that would be of interest to us? 

General Snavety. I believe not, Mr. Chairman; but I would be glad 
to answer any questions. 

Senator Green. Mr. Marshall, is there anything that you can add 
to help us in our report ¢ 

Mr. MarsHauyi. Our function in the defense program is to calculate 
to the best of our capacity what the Danes can afford to do without 
breaking up their economy. You are talking now about defense, 
rearmament, and so forth? 

Senator Green. We want to consider what the effect will be on 
Denmark and those other countries as well as the effect on the United 
States of America. 


DANISH INCREASE IN DEFENSE BUDGET 


Mr. Marsuauti. The Danes have raised their defense budget 74 


percent over last year, and we have considered that it is possible for 


them to spend some more money, maybe $20 million or $25 million 
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more, in the event that expenditures becomes necessary, and undoubt- 
edly it will, As 1951 develops, they can do that without lowering 
their standard of living to a point where there would be no danger. 
That is really the function of ECA at this time. 

Senator Green. That is what you think, or is that what they think? 

Mr. Marsnauy. I think they will be inclined ultimately to agree 
that they could do that. 

Senator Witey. Unanimously. * 

Mr. Marsnaui. Not very unanimously, but they will think that they 
can do it when and as the price structure goes to a point where things 
cost them more, and they don’t have the money to pay for them from 
present plans. 

Senator Green. Gentlemen, that is all, and I thank you for the help 
you have given us. 

We will now hear from the representatives from Norway 


COUNTRY TEAM PRESENTATION: NORWAY 


Mr. McFauu. Mr. Chairman, this is the second of the country teams. 
This is the growp from Norway. The Chief of the Mission from 
Norway is Ambassador Bay, to my right. Next to him is Mr. Gross, 
the Chief of the ECA Mission, and next to him is Admiral Jennings, 
Chief of the Military Assistance Advisory Group. To the other side 
of him is Mr. Snow, counselor of the E mbassy In Norway, and Mr. 
Wiggins, ECA program officer. 

Senator Green. Mr. Ambassador, do you have a prepared statement 
that you want to give to me? 

Ambassador Bay. No, sir. 

Senator Green. Do you have an informal statement about the situa- 
tion in Norway from both the military and economic side ¢ 


STATEMENT BY HON. CHARLES V. BAY, UNITED STATES 
AMBASSADOR TO NORWAY 


Ambassador Bay. I made a couple of notes coming down on the 
plane yesterday, and since we have about an hour here I would like 
to take about 5 minutes of that, if that is consistent with your 
aspirations. 

I should like to cover three areas very briefly, which will set forth, 
in a sense, the bac keround and some of the atmosphe re which may be 
of some help to you gentlemen in continuing your questions on the 
details or figures that may be related in some manner to this back- 
cround. 

SIGNIFICANT NORWEGIAN POLITICAL DEVELOPMENTS 


First, I should like to commence with some of the salient political 
developments since 1945; next, Norway’s value in the Western political 
solidarity, and, third, the nature and scope of the United States pro- 
gram in Norway. I shall briefly say that Norway since 1812 has had 
no part in wars. It has given a minimum of attention to the military 
defense of the country, and its forces have been of a rather insignificant 
order. 
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Of course, with the advent of the first war and since then, in the 
light of later developments, she has put much better emphasis on that 
feature. 

I shall begin with 1935 on the political aspect when Norway’s Labor 
Party came into power. With the advent of the war, of course, the 
Government went into exile and then was liberated in 1945, at which 
time a coalition government was formed with the consent of all par- 
ties, which covered a period of a few months. Elections were held 
in the fall of 1945, when the Labor Party came back into power with 
a complete majority of 76 seats out of 150 in the Storting, and at which 
time the Communist Party gained 11 seats of this 150 with a vote at 
that time of about 176,000. 

Senator Green. Had it had any representatives in the Storting 
before ¢ 


COMMUNIST REPRESENTATION IN NORWAY 


Ambassador Bay. I don’t think before that the Communists were 
represented asa party inthe Storting. Before that the Norwegians— 
at least, a segment of the Norwegians—had looked upon the Soviet 
Communist ideology as something which might well suit their own 
ideas. Norway had been somewhat Socialist. It had a certain 
amount of public ownership and some manifestations of a desire to 
embark on a social-welfare program, but I don’t believe it had at any 
time any seats in the Storting. 

I will now jump quickly to the next elections in 1949 to give you 
the trend in the meantime. At that time the actual Communist vote 
was about 100,000; but, due to the allocation of the seats they gained, 
they had no seats in the Storting. They lost all of their 11 seats. 
That is not a true picture of the party based on the allocation of the 
seats between the cities and the country areas. 

Senator GREEN. Gerrymander / 

Ambassador Bay. They don’t call it that and I don’t think it is 
exactly ‘that, sir, but there is a division between the country districts 
and the city districts. It so happens that it was not designed to over 
come the Communist vote. I don’t believe that the Communist Party 
in Norway is a legal party and had not been looked on with disrespect 
until developments after the liberation. However, the strength tod: ay 
is considered to be substantially less than it was in 1949. ‘It is gen- 
erally felt that the actual party membe rship might be only half of 
what it was. I have the figures on the party membership. In 1945 
the actual card-holding membe ship was estimated to be 45,000. In 
1949 it was 34.000, and now it is estimated to be about half of that, 
or 17,000. That is construed in Norway, and we look upon it, as a 
confirmation of the attitude or the position of the Norwegians them- 
selves in their Western orientation, as against what formerly had 
been not definitely a leaning toward the East but an “on the fence 
position.” 


NORWEGIAN TREND TOWARD WESTERN PHILOSOPHY 


When I came to Norway in 1946, we felt that Norway was “on the 
fence” and it has been expressed to me a number of times in conversa- 
tions with government men, I have asked, “How do you feel about 
the East, and how do you feel about the West?” Their response was 
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that politically and ideologically they lean to the East, but economi- 


cally they lean to the West. We knew that, but that began to change 


as time went on, 

The developments have changed a lot. Perhaps the first event was in 
1946 when the Russians endeavored to force themselves into the Spitz- 
bergen picture. They requested Norway to permit them to partici- 
pate in the defense of Spitzbergen, and Norway firmly declined to 
accede to that. They got suspicious at the time. | Deleted. | 

sy 1947, the pattern of Soviet expansion had begun to make itself 
manifest, and then the Marshall plan and the international spirit 
of cooperation on the part of the United States, especially in the 
economic area, was looked upon as a sign that Norwegian people felt 
that perhaps after all their interests did he to the west completely 
and that the eastern ideology did not fit them as well as they thought. 

The Marshall plan was signed in 1948, but in 1948 came also the 
Czechoslovakian coup. That disturbed Norway substantially, and 
at the same time the organization of the North Atlantic Treaty, the 
so-called Atlantic Pact, stimulated the Norwegians to the conclusion 
that further emphasis should be placed upon their orientation to the 
west. Their attitude to the east was on the decline. 

At the end of 1948 the Scandinavians, you may recall, endeavored 
with the leadership of Sweden, to organize a Scandinavian defense 
alliance or Scandinavian Pact of their own in the northern area. 
Norway went through these discussions. | Deleted.| They felt, how- 
ever, that because of the Scandinavian tradition of the past long years 
of bac ‘kground and friendship they should at least go tl hrough the 
meetings with the determination to come together if they found there 
was a way to do so without hindering the past long years of friend- 
ship. However, after 5 months, as you recall, Norw: ay determined 
that there would be no hope in the Scandinavian alliance and cast her 
lot definitely and firmly with the western Atlantic group of states 
which became the North Atlantic Treaty Organization. 

As you also: know, Norway signed that in April of 1949. In the 
meantime, about March or Apr il of 1948, it definitely turned, and that 
is what I am getting at here, the attitude and feeling of the peop le 
themselves became more manifest when, as a “red herring” in a sense, 
the Foreign Minister made the statement that the time had come to 
Say that Norway's interests, both ideologically, politically and econom 
ically, lay to the west and not to the east. 

Within a month after that, the Prime Minister in a public speech— 
and remember this is the first time the Government’s position had been 
formally clear—said that communism and foreign-dominated Com- 
munists were not for Norway. He qualified that because everybody 
knew how the Government and the people in Norway felt by saying 
that the Communists should be put out of the key positions, out of 
industry and so far as possible eliminated in all government activities 
While it is qualified as to the foreign-dominated Communists, we must 
reach our own conclusions as to what was fully meant by that. Cer- 
tainly the attitude of the Norwegian people has been consistently and 
increasingly against the Communist philosophy, and_ increasingly 
and consistently in favor of the western philosophy. They have be- 
come more and more oriented to the west and have cast not only their 
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hearts and minds, but their cooperation and in all respects, toward the 
west, especially toward the United States because of the cooperation 
that aaa given them. 

We will get into these details of 1950 and 1951 because they impinge 
on the programs that we are going to get into and you may cover that 
through questions. 

Senator Green. Would you stop when it is convenient to you, and 
tell us what they have already done and then what you propose to do? 
That is the information we have to have at home to see if they are doing 
their share. 


NORWEGIAN ATTITUDE TOWARD KOREAN CONFLICT 


Ambassador Bay. Now, sir, as for 1950-51 I have made three notes 
here of the attitude of Norway in the Korean conflict. We all know 
that Norway has acted courageously. They hesitated slightly in intro- 
ducing the resolution on the 26th of June. [De leted. | When it is 
remembered that Norway has a continuous border with Russia for 200 
kilometers—about 120 miles—and pretty isolated in the far north with 
respect to their western allies, we can understand the reluctance of 
Norway, especially in the face of the threat from the Soviet Union, to 
take a strong position in the actual leadership and moves which may 
be construed by the Soviet Union as unfriendly actions. I think 
Norway has been extremely courageous in her behavior in that respect. 

Since then, in the last 2 years, Norway has increased its defense 
appropriations substantially. We have these figures. The taxes, of 
course, have gone up correspondingly. 

Senator Green. 108 percent, I think. 

Ambassador Bay. Taxes? 

Senator Green. No; the percentage of the budget for defense. 

Ambassador Bay. 108 percent ? 

Senator SPARKMAN. Increase. 

Ambassador Bay. Increase in the budget? It depends on what 
vear you are using as a basis. 

Senator SparkKMAN. Pre-Korea. 

Mr. Gross. That is correct. 

Ambassador Bay. About double. Yes; I think also that we took 
some high degree of satisfaction from the statements of General Eisen- 
hower who came there with an unbiased viewpoint and covered the 
territory thoroughly. I talked with him also, and he seemed fairly 
well satisfied. He ‘did not express himself on the political aspects, 
because he particularly wished to get into that, but with the effort that 
Norway is making in the military field. We will get into that with 
figures, too. 

These are the general political developments, and I endeavored to 
trace here the change from an attitude of friendliness toward the 
Soviet Union and toward communism, following it especially, since 
the high point of liberation, when Russia came to relieve Norway—and 
also cleared out when the Norwegians asked them down to the present 
time. 
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NORWAY’S MORAL AND SPIRITUAL LEADERSHIP 


The next is Norway’s value to the western politic al solidarity and 
defense. I will try to make this very brief, sir. The political ‘value 
is important, the psychological value of Norway’s position, moral and 
spiritual leadership and the carrying out of the United States policies 
and of NA'TO policies, have been. import: ant as an effect upon the group 
as a whole and in the achievement of the results insofar as we have 
been able to make success. 

I think Norway’s influence upon Denmark and Iceland was almost 
profound, sir. That is true especially at the time the organization of 
the North Atlantic Treaty. | Deleted. | 

I do think that Norway showed great courage at that time, and | 

believe that Norway has had considerable influence in bolstering both 
Denmark and Iceland in the North Atlantic Treaty. I think the fact 
that Norway has had a strong influence on it, has affected all of the 
nations in the North Atlantic Treaty Organization. 1 think also that 
Norway's leadership, while not directly related to this, has been of 
considerable influence in maintaining the solidarity and integrity of 
the United Nations itself. 

Her population is only three million or one-fiftieth of that of the 
United States, and her men of brains and intelligence are needed i 
all parts of the world, in the diplomatic field as well as in other areas 
where Norway must think of her own support as well as oblig rations 
and responsibilities toward international relations. Norway, in spite 
of those difficulties, has made a great contribution, sir. Deleted. | 

| Deleted. | 

The next question is what is the economic and military-aid program ? 

ECA, to date, has allocated $421 million, of which 11 percent, or 
$45 million, is in loans, and 89 percent, or $376 million, is grants-in- 
aid. We feel in our Embassy that the results achieved are an en- 
couraging measure of its value. The military-aid program has been 
relatively small in amount. [Deleted.] This is primarily due to 
the m: inpower situation in Norway. 

Norwi ‘VS forces are not suffic iently developed at the present time 
to receive that. We have had several meetings with the Norwegians 
onthat point. Admiral Jennings will carry that further. 

Unless you have some questions th: it you should like me to e specially 
answer, we can take up the details of any of this aid program, or any 
of the background. 

Senator GreEeN. Perhaps in view of the limited time we had better 
change the procedure and hear from all of the representatives from 
Norway first and then take our questions to the man concerned. 


STATRMENT BY JOHN E. GROSS, CHIEF OF MISSION, ECONOMIC 
COOPERATION ADMINISTRATION 


Mr. Gross, will you proceed and tell us about the EC A ? 

Mr. Gross. I will be glad to, Mr. Chairman. I want to go back 
just a moment, and I will be hurried in doing it. to say that Norway 
began in the period of world depression to change her economy from 
more of an agriculture and home economy to an industrial ec onomy, 
utilizing her vast resources of hydroelectric power. She has an un- 
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told amount of possibility for development in hydroelectic power. 
She generates power at a cheaper rate successfully, at an average 
cost of delivery for use of about a tenth per kilowatt-hour. She 
wanted to develop as far as possible her electrometallurgical and 
chemical industry, on which she has done a good job. She was 
stopped in 1940 by the German occupation, which lasted 5 years 
and changed her economic life and devastated a large part of her 
country. They destroyed a number of her industries and left her 
with ar occupation debt of $2.5 billion. 


BACKGROUND PICTURE OF NORWEGIAN ECONOMY 


In 1945, when the Government returned from exile, as the Am 
bassador mentioned, they found it necessary to establish very rigid 
controls, both to govern imports and exports—because of her balance 
of-payments position and her lack of funds—and to adopt a quite 
strict program of rationing and to live in a very austere society. She 
was getting along fairly well with her general program up until 1947, 
when she ran out of funds because of conditions that she could not 
control, That was chiefly in the rebuilding of her merchant fleet 
which had been 50 percent destroyed in use by the Allies in World War 
Il. She was indemnified for S38 or 839 and was having to rebuild 
$46 and S47 values. Most of the contracts were being had on the 
basis of 1, 2, or 3 years at the most to pay for them, and there was no 
opportunity to use the ships when completed to help pay for the cost 
of them. The shipping situation was not at its best. 

The destruction of her industries and the dislocation of her economy 
left her with a good deal less exports than she formerly had, and she 
gradually worsened in her payment position. Marshall aid came along, 
as the Ambassador said, in 1948; and as he indicated, $421 million 
have been given to Norway since 1948, Of that amount, $237 million 
has been in dollar aid and the remainder in European currency. 


ECA PROGRAM IN NORWAY 


At current rates of exchange, our aid since 1948 is equal to about 
one-fifth of Norway’s total output of goods and services for 1 year. 
We think she has made excellent use of the money she has had. She 
has not imported luxury goods in any shape. She has done without 
a great many things that we call necessities of life. She has had to 
have rigid controls on her investment program to direct funds in the 
avenues to produce best results. She has reestablished her iron-ore 
properties near the Russian frontier that were completely destroyed. 
She rebuilt the devastation in the northern part of the country that ts 
so strategically important not only to herself but to her allies in the 
Western World, and she has rebuilt and expanded her industries. 
She has done a very good job in that respect. 

Our opinion is that Norway has made excellent use of the aid. She 
has devoted a large share, as I said, to these industries, and perhaps 

larger share of her total resources have gone into investment pro- 
grams than any other country. She has had to face the question re- 
cently of increased expenditures due to her defense effort. We can 
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give you the figures for 1948, 1949, and 1950, and the projected figures 
for 1951 and 192 2, 1f you are inte ‘rested in havi Ing them. 

Senator GREEN. Will you leave a chart é 

Mr. Gross. We have the figures which Mr. Wiggins can give you. 

Senator Green. I think we would rather have the charts to study 
later. 

Mr. Gross. We can do that, if you would rather have it. 

As has been said by the Ambassador, Norw: ay has made a very sub- 
stantial recovery. Her production of strategic materials has increased 
very rapidly. | De ‘leted. | She has incre: ased her ferro allovs and 
chemicals, and we have purchased a considerable tonnage of sperm oil. 
| Deleted.| She just recently—within the last 2 weeks—passed in the 
Storting, after considerable debate, a project for a large aluminum 
plant to use her hydroelectric power. She has maintained full employ- 
ment since 1945, and, as it is commonly called in Norway, overemploy- 
ment, because they have added to the labor force peop le that perhaps 
under normal circumstances would not be added to the labor force. 

She has maintained a 48-hour workweek except in the mining and 
plaster and cement industries. She has been pretty free from indus- 
trial trouble having only one major strike since liberation in 1945. 
That was a Communist-inspired strike in the electrochemical indus- 
try. It was outlawed and fought by the trade-union movement, broken, 
and the people returned to work. 


NORWEGIAN INCREASE IN TAX STRUCTURE 


She has had a substantial increase in her tax structure. Her income 
tux is broader than ours in the United States and reaches to low levels 
and spreads heavier on the lower levels than ours. They recently in- 
creased their sales tax, which is a tax across the board, from 61, to 
10 percent. That is one of the sources for increased rubber. She has 
come out of exile with her labor movement and employer groups, with 
the contract, tying wages to the cost of living. It has been : . rrific joo 
to keep that from going up. She has spent a good deal of her tax 
money in subsidizing to keep prices from running away ve. to keep 
wages from following in hand. The cooperation between the organized 
labor forces and the Government and the employers has been, I think, 
considered very good. 

They are now working on efforts to try to prevent further wage in- 
creases, so as to avoid spirals that will follow. They have done a very 
good sab i in attempting to handle their consumption levels that they 
did not increase and, at the same time, they did not decrease. They 
have had to, in our working with them, put some restrictions on credit 
to keep inefiicient, and industries that produce for the home economy 
and that could be gotten along without, from expanding in favor of 
those more necessary. The northern end of the country, as the Am- 
bassador said, is important to them. It is an underdeveloped area, 
It has little basic area at this time, and efforts are being made to de- 
ve lop it. Programs are being developed to produce ferro-alloys and 
pig iron with a smelting process rather than the blast-furnace process 
we use in America, and convert it into steel by a Bessemer process using 
very little coal. They have no coal except a small amount they bring 
in from their possession, Spitzbergen. They have no oil, but they 
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have a sizable amount of other sources in the metallic and in the 
chemical field that they are developing and using. 

Their merchant fleet is now back, as the Ambassador has said, to 
above the prewar level. Many of the ships are on long-time charters. 

Their balance-of-payments position is improving due to price condi- 
tions in the world today. It is due to the Korean situation to some 
extent, and because now she is getting some results out of her invest- 
ment in heavy industries that are beginning to produce. 


NORWEGIAN ATTITUDE TOWARD UNITED STATES 


In my opinion, the attitude of the Norwegian people to defend their 
freedom against aggression, or to join with others, is unquestioned. 
They have always shown a great desire to do it, [Deleted.] They 
have always been friendly to us, and have always leaned strongly to 
our ideas. Our relations have been extraordinarily good, and we 
work with them closely and attempt to solve their prob lems. 

We have a great many figures and can give vou most any figures that 
you want. We have figures on the use of money, gross national 
product, tax structure, comparisons on what real wages will buy in 
their country compared to ours, and gross figures; but I do not want 
to take your time by reading a lot of these. If you want us to, we will 
be glad to give them to you. 

Senator Green. Before we do, we had better hear from Admiral 
Jennings on the military situation. 


STATEMENT BY ADMIRAL RALPH E. JENNINGS, CHIEF 
MILITARY ASSISTANCE ADVISORY GROUP 


Admiral Jennines. As the Ambassador referred to the military 
history of Norway, her forces never have been large and military 
experience has been extremely limited. During the war, of course, 
Norway was occupied, and many of the senior officers were prisoners 
throughout the war. Those who were able to escape served generally 
with the British. The army did not participate as soldiers particu- 
jarly. The navy vessels operated under the guidance of the British. 
Their airmen flew with them. They had two gallant squadrons of 
which IT am sure you have heard, and within the country the resistance 
of the people demonstrated their bravery, gallantry, and everything 
else. 

Under the circumstances they did a very fine job and demonstrated 
that, as far as potential soldiers, sailors. and airmen are cone erned, 
there are none better than the Nor wegians. 


NORWEGIAN MILITARY ESTABLISHMENT 


After the war the recovery period, of course, was a difficult one. 
The services went through a period of neglect. The training was 
discontinued and reduced to a very low rate, but in 1948, when the 
Czechoslovakian incident occurred, there was a resurgence of interest 
in military affairs. Shortly after the war, a Royal Commission Study 
analyzed the potentialities of Norway to see what Norway could 


support in the way of military forces. They finished the study in 
1949. 
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When it came time for the Norwegians to specify what they would 
contribute to the common defense, they took the re port of the Royal 
Commission as their contribution. 

The MAAG has been in business now for 1614 months in Norway. 
We have a good appreciation of their capabilities and limitations. We 
find, as can bee xpec ted, such cliflie ulties as we have FO DAC k to their 
inexperience. ‘They have undert: aken a substantial expansion in 
such things as personnel. We find that it is diflicult to do, and we 
are having some difficulty getting them to appreciate the necessity 
for having personnel in numbers required by a modern army as com- 
pared to their own con cepts 

The equipment we are bringing in is tagged to meet their specified 
targets, and it has come in in fairly good quantity. We have received 
59,000 metric tons of equipment, and 10 aircraft, the value of it being 
on the order of 343 million. ‘That has gone to all services, and one of 
the features of the Norwegian service is its universal military training. 

They have a home guard which is somewhat comparab ~ to our home 
guard, whose responsibility is in the internal security of the country. 
Phe equipment that is being brought in for the organized ait such 
us rifles, is releasing from the Norwegian standing forces hetero- 
geneous equipment that they held at the end of the war—some Ger- 
man, some American, and some of their own. We are getting stand- 
ardization of equipment in the standing forces and improving the 
equipment in the home ouard. 


NORWEGIAN MILITARY PROGRAM, 19 


In February the Defense Ministry presented to the Storting their 
program for 1951-52. Briefly that was to develop an increase in the 
ground forces:. It was also to improve local defense, refresher train- 
ing, double the number of anti-aircraft artillery, improve coast artil- 
lery, and to increase the air force by 50 percent. They were to bring 
the operational capability up by requiring that they be kept at full 
strength, improve the radar coverage, communications, and to build 
wrhelds. For the navy, it stressed modernization of several destroyers 
that needed modernization | cle leted |, the development of mine defenses 
and, increased flow of naval operations. They were to generally in- 
crase the condition of naval vesse ‘Is above their re is standards, 
improve their material condition of readiness, expand the officer corps 
of all services, intensify home-guard training, supply the home guard 
with better equipment, increase the training period of conscriptees to 
12 months from the previous 9 or 10 months, and provide for increased 
retraining for the reserves by having 60 to 90 days’ retaining for 
certain regiments and ground forces. That is being done now. 

Also, they were to improve the wage scale of sergeants, quarter- 
masters, and junior officers. That, we find, is something that is 
badly in need of improvement, as their wage scales are extremely low 
by our standards and by Norwegian stand: oe as well. The soldier is 
hot pi Lid enough to m: ake the milit: ary career an attractive one. 

That bill was passed in June. It was asi passed and has been 
passed unanimously by the Storting. 

I stand ready to answer your questions. 
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NORWAY DOING FAIR SHARE 


Senator Green. Thank you very much. 

Now, we have heard the three witnesses orginally scheduled. There 
are others here we would like to hear from, but we have only 14 min- 
utes left for questions. I hope that each Senator will try to limit him- 
self in order that each may have an equal opportunity to put ques- 
tions. Perhaps the best way would be to let each one ask one ques- 
tion in turn and then have a second round in case there is time. I 
will ask one myself. It is quite comprehensive and I think some- 
one should ask it. This is it: 

Will you three gentlemen agree that, in view of all of the condi- 
tions. Norw ay is doing its fair share of the mutual effort for defense ? 

Ambassador Bay. Yes: I should answer that ec ategorically in the 
affirmative. 

Senator Green. For all three? 

Mr. Gross. Yes. I might qualify it by saying that we are keeping 
constant watch as you would expect us to, and if their position is 
better we should expect them to go further. I would join in the 
Ambassador’s statement. 

Senator GREEN. Senator Wiley ? 

Senator Wiiry. I suppose there is included in that question the 
matter of morale, the will and the desire, if necessary, to fight to the 
death in case there is a third world war. 

Ambassador Bay. That I can answer even more strongly in the 
affirmative. The Norwegian spirit was made apparent to all of our 
people during the war and during the occupation, and that spirit of 
the underground now goes through the entire nation. Privately and 
publicly | have heard from all sources that, come what may, they will 
fight to the bitter end. They will die in the fight rather than go to 
their knees before the aggressor. 

Senator Green. Mr. Sparkman / 


NORWAY'S LEAD IN SCANDINAVIA 


Senator Sparkman. Mr, Ambassador, I believe that you brought 
out in your statement something that I feel strongly about. We owe 
a great deal to Norway for having taken the lead in ‘the Scandinavian 
countries in building up this North Atlantic Treaty. Isn’t that true? 

Ambassador Bay. Yes; I have lived through that, sir, and I could 
see day by day, week by week, the moral and spiritual strength that 
Norway showed at that time. It was the same as that to which I re- 
ferred in my answer to you, sir, on the will of the people to resist to 
ine end. We were determi ed long before they got through with the 

Scandinavian discussions that Norw: ay had made up its mind to go 
west, and they did assert their leadership. 1 think that Norway 
can be thanked for hol ling the northern flank intact. 

Senator Green. The question is going to be asked of any one of the 
t] nree witnesses who testified. 

Senator Smith ? 

Senator Smiru. I have one over-all question that I would like 
covered. The Scandinavian countries had an attitude of neutrality 


up to World War II. 
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Ambassader Bay. Yes. 

Senator Smiru. Then they tried to move into the Scandinavian 
pact, and that was not quite adequate, as you eee and now they 
think 1 in terms of collective security as symbolized | rv the Atlantic 
Pact conception, and they are whole heartedly approac hing that from 
that angle. Is that correct 

Ambassador Bay. That is absolutely correct. I can elaborate some 
more and say that Norway, friendly as they may be toward Sweden, 
and notwithstanding Swedish neutrality, believes from the practica 
ana nulitary viewpoint that the three or four countries together could 
never resist a strong eastern power and that their salvation must 
lie in union with the great powers of the west. 


NORWEGIAN PROGRESS UNDER ECA PROGRAM 


Senator Gitterre. Mr. Chairman, I will ask one question of Mr. 
Gross. Having in mind that we have expended $420 million in ECA 
funds in that area, and your very encouraging report of the results 
in the way of electric energy and resources, isn’t it time to end that 
contribution ? 

Mr. Gre SS. Well. sir. I should Say that had it not been for the defense 
build-up, and if Norway could have expected—and she had every 
right to—the average amount of inflow of capital she had prior to 
World War Il, she cert: ainty would have been in as wood a position 
of viability as any country of Western Europe by July 1952, with 
the diminished or tapering aid being lighter. 

Our aid went up in the second year because she still had left at 
the end of the first vear some of the money she had borrowed from 
the Export-Import Bank and private loans she made whernver she 
could. She hever asked, hor could she consider ask nh for a cent 
as long as she Was able to raise credits elsewhere. She’ has ficured 
frem the beginning that Marshall aid would end in 1952 and she 
would still need some outside coneins to help her develop, but she 
would have been as nearly viable as any country in Western Europe 
in 1952 had it not been for the de oot nuild up. The cost of mannu- 
facturing things that she cannot manufacture, things needed mili- 
tarily in Western European countries, and buying of raw materials 
seeder gy es avy drain on her for this vear,and for the years to follow. 

Senator Brewsrrr. Does that, Mr. Gross, affect the standard of 
living that we can definitely support in the world? 

Mr. (7 ROSS, I think they have done a 


standard of livin f Tl cy have kept it 


wood job of idjusting their 
{ low a level as anybody 
could imagine keeping it during this time. There are no oranges, 
no bananas, no fruit juices. You cannot get sheets, pillow cases, 
towe ‘Is. cotton eoods. You do not get the sup ply of woods that your 
rations will give you now because the y have not imported goods that 


they could get alone without. The ccceuaanataes level Sropene 
i. little now. and I think it would be a cause for some worry. Milk 
consumption is dropping because of increased taxes and no increased 
arnings to compensate for it It is makin ne ; i sheht d oe 
I don’t think vou could go a great deal eric Cee She has to 
Import SU) percent of het bread oTains, 1) percent of all basic necess 


ties of life, and she is caught with the high prices in the world market 
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and doesn’t have much effect on that at the present time. I doubt if 
you could hope to reduce her level of consumption very much or 
the standard of living without losing ground in the war that we are 
trying to win. 

Senator Brewsrer. What are the chief sources of dollars? 

Mr. Gross. Merchant fleet and export of electrochemical and elec- 
trometallurgical material. The 50-percent shipping clause, as you 
can imagine, fair as it might be to our country, has a definite effect 
on her because she has such an enormous hauling job for other coun 
tries. 

NORWEGIAN-EAST TRADE 


Senator HickEnvLoorer. I have one question for the Ambassador, 
Mr. Gross, or whoever can answer it. What about the trade with the 
Soviets and the satellite countries in aluminum and other things? 
What is the situation with regard to that ? 

Ambassador Bay. I think that that question came up in connection 
with the so-called Kem amendment. We got that in at the time, and 
Norway was in a rather unusual position. There are certain ex- 
changes that Norway had to make which made it seem advisable to 
reserve some rights to trade because of the strategic needs of Norway. 

I will ask Mr. Snow to recite the prec ise figures or items for your rec- 
ord. Do you have that ? 

Mr. Snow. I think I can answer the question. Norway, as Mr. 
Gross pointed out, has to sustain its economy by imports in certain 
key commodities from the East generally. 

For example, in the categories such as wheat, sugar, coal—to name 
three important ones—the normal source for those products has been 
in the East: Polish coal, Czech beet sugar, and Russian wheat. Nat- 
urally the eastern countries buy these things, bargain, and get what 
they can. They have always tried to get certain quantities of alumi- 
num and other products of a lesser strategic nature that they may 
Want. 

Senator Hickentoorer. What products? Could you name them? 

Mr. Snow. The other products are namely fish products and some 
of the minor metals that are not important of themselves. The Nor- 
wegians have tried to get the best bargain that they can on this but 
if they should divert their purchases of sugar, coal, or wheat to the 
West, they would run into the dollar problem for one thing and we 
would have to assist them in some manner not only in getting these 
commodities, but in dollar aid. To the extent that Nor way holds 
down its exports to the minimum of these vital and strategic goods 
in return for its own vital necessities [deleted]. Our feeling is that 
it is probably better on balance to continue a pattern similar to the 
one I have described rather than to reorient the whole business and 
have it thrown in our laps. | Deleted. ] 

Senator Green. Thank you, gentlemen. You have given us a great 
deal of valuable information and have drawn a good picture of the 
situation for us. 

Senator SparkKMAN. Mr. Chairman, I am not sure that it was under- 
stood but I would like to suggest that some of these charts be made 
available to us. 

Senator Green. I have already asked for all of them mentioned. 
If you want any additional ones, we would be glad to have them, too. 
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Ambassador Bay. For example, Norway’s defense contribution and 
ratio to its own gross national product, per capita. Would you like 
that ¢ 

Senator Green. We would be glad to have that, too. We have al- 
ready been given that in another form but we would like to have 
them. too. 

Ambassador Bay. Over a period of years? 

Senator Green. Yes. 

Ambassador Bay. All right. s 

Senator GREEN. Proceed. 


COUNTRY TEAM PRESENTATION: PORTUGAL 


Mr. McF au. This is the third country team from Portugal. On 
My right | have Ambassador MacVeagh; next to him is Brigadier 
General Camm, the Chief of the Military Assistance Advisory Group; 
and then Mr. Minotto, the Chief of the ECA Mission. 


STATEMENT BY HON. LINCOLN MacVEAGH, UNITED STATES 
AMBASSADOR TO PORTUGAL 


Senator GREEN. Mr. Ambassador. you Lhhkay proceed W h the formal 
statement. 

Ambassador MacVeacu. I will make a brief formal statement try- 
Ing to cover the main points before we get into more detail. 

Portugal is a little country only 35,000 square miles in area with 


a population—which is growing rapidly—of 8 or 9 million. The 
population is mostly engaged in fishing and the coun try has one of 
the lowest standards of living i in Europe. About 50 percent of the 
people are illiterate and nearly all of them are Roman Catholics. The 


Communists are represented by a small outlawed party which is not 
a threat. 

Portugal is the only country in Europe which has never recognized 
the Soviet regime at one time or another. Portugal is the metropolitan 
center of a vast colonial empire and it is the third in size in the world, 
including the potentially rich African territories of Angola and Mo- 
zambique. Both at home and in the colonies she possesses valuabie re- 
sources of strategic materials, principally tungsten and manganese 
However, her chief claim to strategic importance in the western de- 
fense system is the possession of the Atlantic island of the Azores and 
the great continental port of Lisbon. 


STABLE GOVERN MENT 


Portugal has a stable government which can be counted on to carry 
out any commitments that it undertakes. In addition, all noncommu- 
nist political groups share the Government’s foreign policy of friend- 
ship with the Western Powers, solidarity with Spain, and cooperation 
with the North Atlantic Treaty Organization. 


ECA AGREEMENT 


Portugal has an accumulation of gold and foreign exchange made 
as a neutral power during the war which has dwindled in postwar 
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years owing to the loss of foreign markets for her principal products 
of port and madeira wine, cork, and canned sardines. In 1948 she 
still felt secure in this respect and signed an ECA agreement in the 
fall of that year under which she received no financial aid while guar- 
anteeing to assist other countries in various ways. By the summer of 
1949, however, an increasingly unfavorable tri ade balance clearly in- 
dicated the need for Marshall-plan assistance if the stability of her 
currency and even of the Government itself was not to be seriously 
threatened. 

Such assistance Was initiated in February of 1950, about a year later 
than the other countries, and during the following year there was a 
granting of $49 million, only $5.5 million of which was direct aid and 
the rest loans, which put her back in a good financial position where 
she now stands. She no longer needs financial assistance in order to 
survive but western defense would profit if she could be given tech- 
nical assistance and possibly loans for speeding and increasing her 
production of strategic materials and for the development of the 
limited capacity for manufacturing military end-use item 
| Deleted. | 

Programs have been drawn up under an MDAP agreement whereby 
the United States will supply much-needed equipment and training. 


MILITARY AID TO PORTUGAL 


Portugal has accepted her obligations under the terms of these pro- 
grams—that for 1951—and has met the preliminary requirement of 
advancing funds for its administration. But the whole operation is 
only beginning —[ Deleted. | 

We have begun training a few Portuguese officers and noncoms, but 
their transportation to the United States and Germany has been paid 
for by the Portuguese. [ Deleted. ] 

Senator GREEN. I won't ask any questions now but wait until after 
we have heard from the other witnesses. 

What have you to say supplementing the Ambassador’s statement ? 


PORTUGUESE MILITARY SITUATION 


General Camo. I have not made any prepared presentation of the 
military situation in Portugal but I am prepared with any data that 
the committee may be interested in. 

Senator Green. Suppose that you give us the general principles 
that you have in mind. 

General Cam™. As far as the Portuguese Army is concerned at 
present, as the Ambassador explained, it is small. It is less than a 
hundred thousand and it is not trained along modern lines. It is 
commanded by people who have not had any battle experience, as a 
general rule, the Portuguese not having been in a war since the First 
World War. 

However, a number of their officers were in the Spanish revolution 
and as a consequence some of them have had battle experience. They 
are not organized as combat divisions. They have regiments, bat- 
talions, and separate companies and they are now making an effort 
to reorganize some of their divisions. I feel that they will organize 
strong fighting forces, but small. [ Deleted. ] 
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Ambassador MacVeaau. I think it should also be stated that the 
Portuguese Army up to the present time and for many years has been 
organized rather as sec urity force within the country itself instead of 
a fighting force in war.” | ‘Deleted. 

General Cam. I would like to add that I have found that the high 
officials of the Portuguese Government—particularly the Minister ‘of 
Defense—are very alert and are very anxious to cooperate fully with 
the American Government. 

Senator Green. Mr. Minotto, will you tell us about the ECA in 
Portugal ¢ 


STATEMENT BY JAMES MINOTTO, CHIEF, ECONOMIC COOPERATION 
ADMINISTRATION 


Mr. Minorro. Mr. Chairman, as the Ambassador told you, Portugal 
has received comparatively little aid from the United States. There 
is $49 million of that and only $5.5 million was outright grant as the 
balance was loans and conditional aid. They spent most of their 
money for food at a time when their agriculture was down. 

Sometimes there is a 50 percent difference in the harvest in Portugal. 
They spent the balance for fuel, about $7 million, and then $50 million 
for machinery. Then there was $18 million for food and the rest, 
is made up of small items. 

The Portuguese are an extremely conservative people and from the 
point of view of lending money they are very good risks, They don’t 
like to borrow money unless they can pay it back. [ Deleted. ] 


CONSIDERING PORTUGUESE COLONTES 


Today Portugal is financially in good shape. I would not say that 
next year, or 2 years from now, it might not be worse unless crop 
conditions continue to be exceptionally good. In our 1951-52 program 
there is no direct aid for Portugal. However, at this time I would like 
to bring out one thing which I think is important in Portugal. One 
important thing is the fact that they have colonies and as the Ambas- 
sador brought out, 253 times the size of Portugal. Portugal is about 
the size of Indiana or almost as big as et 

Another important thing is that they have raw materials that have 
not been developed. | Deleted. | 


EFFECT OF TECHNICAL ASSISTANCE IN PORTUGAL 


The other angle that we should look into and continue in Portugal 
is technical assistance. A creat deal can be done in the agriculture 
field. We have had some very fine American experts there, partly 
from the OEEC, and there is one there now from a technical mission 
from the College of Main. We have also had some for soil conserva- 
tion and the Extension Service which have done a lot of good in Por- 
tugal. | Deleted. | 

Krom the point of view of giving them aid in the form of loans, 
continuing technical assistance, l think we can do a very effective 
job in Portugal. {| Deleted. | 
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PORTUGUESE DEFENSE BUDGET 


Senator Green. From the figures given to us yesterday it seems 
that Portugal, of all of the nations in the North Atlantic Pact even 
before Korea and after Korea, had the lowest percentage of its budget 
devoted to defense and has made the lowest grants since then. What 
is the prospect of making any more? 

Ambassador MacVeacu. I think that the prospects are certainly 
very good for next year. Their fiscal year is from January to January 
as compared to ours from July to July. For this year the figure is 
$45 million, which is about 27 percent of their total budget. 

Senator Green. How large, or what percentage of increase is that ? 

Ambassador MacVeacu. No increase within the year. | Deleted. | 

They will be pre par ing their budgets at the end of this year. 

Senator GREEN. The imerease over the pre- Korea percentage Was 
only 2 percent; more accurately, 2.1 percent. | Deleted. | 

It is so far below all the other countries. | Deleted. | 


COMMUNISTS IN) PORTUGAL 


Senator Witey. Are there Communists in Portugal ? 

Ambassador MacVracu. We have a hard core. They cannot do 
anything now. 

They have about 5,000 known sympathizers. That does not make 
the Communist Party in Portugal, an outlawed party, a dangerous 
threat per se, but they are always penetrating into opposition groups 
of all Lae saa if they can get a breakdown of public order, and are 
well ordered and dise iplined and told to take advantage of a specific 
movement, those fellows are very dangerous. | Dele ted. | 


PORTUGAL'S ECONOMIC SITUATION 


Senator Smirit. On the economic side, I would like to see about 
Portugal's trade. It is pretty well balanced today, and I think you 
said they didn’t need any aid economically. 

Mr. Mrnorro. Not presently. 

Ambassador MacVeacu. They are one of the great producers of 
wolfram and tungsten. 

Senator Sairn. Right in Portugal itself? [Deleted. ] 

Senator Gitterre. Mr. Ambassador, to me it is impossible to over- 
emphasize the value of Portugal in our North Atlantic alliance from 
the military standpoint. | Deleted. | 

Senator Green. Mr. Ambassador, thank you and your colleagues 
very much for the ae information that you have given us. I 
hope we may profit by i 

(Whereupon, at 12 25 p.m. Tuesday, July 10, 1951, the conference 
was adjourned. ) 
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UNITED STATES FOREIGN-AID PROGRAMS IN EUROPE 


WEDNESDAY, JULY 11, 1951, 9:30 A. M. 


SUBCOMMITTEE OF THE COMMITTEE ON 
ForeEIGN Re.atrions ON UNITED STATES 
EcoNoMIC AND Minrrary Assistance TO Free Evropr, 
London, England. 

Members of the subcommittee present at the hearing were: Sen- 
ator Theodore Francis Green, chairman, and Senators MeMahon, 
Sparkman, Gillette, Wiley, Smith of New Jersey, Hickenlooper, and 
Brewster. 

Also present at the meeting were Francis O. Wilcox, chief of staff, 
and Carl Marcy, staff associate, Senate Foreign Relations Committee; 
Assistant Secretary of State Jack McFall, Horace Smith, State De- 
partment Senate haison officer; Col. Wade M. Fleisher, Defense De- 
partment escort officer, Mr. Nathaniel H. Goodrich, Assistant General] 
Counsel, Department of Defense: and Col. Lyal C. Metheny, United 
States Army liaison officer, SHAPE. 


COUNTRY TEAM PRESENTATION: UNITED KINGDOM 


STATEMENT BY HON. WALTER S. GIFFORD, UNITED STATES AMBAS- 
SADOR TO GREAT BRITAIN 


Ambassador Girrorp. In starting our briefing, 1 first wish to say 
how much all of us who represent the United States here—and that in- 
cludes the ECA and military as well as the Embassy—welcome this 
opportunity to have you gentlemen with us. This offers us an oppor- 
tunity to discuss our wor k with you and to allow you to examine that 
work in the setting in which it takes place. We trust that during our 
meetings here and opportunities to talk with you that we will also have 
the benefit of the views of the members of this committee. We not 
only need to have our own views examined, but we also very much 
need and welcome the views of our Senators and Congressmen who 
represent the American public in a somewhat closer relationship than 
that of the rest of us who are assigned to serve our country abroad. 
These are dangerous times and for the survival of all we stand for, it 
is essential that the elected representatives and the appointed repre- 
sentatives have a full and complete understanding of each other's 
problems and points of view. 

Before going into details of our program in the United Kingdom, 
I felt that the committee might wish to have some general comments 
on United States-British relations and on the role of Britain in the 
world today. | Deleted. | 
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The British recognize the danger of Soviet aggression, and espe- 
cially since Korea have taken considerable strides in close cooperation 
with the other NATO countries, to prepare a force of sufficient 
strength to deter such aggression. There is no question but that in 
event of aggression the United Kingdom would give an account of 
itself in the same high manner as during the last war. 

We must recognize, however, that the United Kingdom is ver vy close, 
in modern terms, to the threat. Any aggression in Europe would have 
the United Kingdom as a high-priority object. The British people 
are well aware of this fact. Accordingly, while they support a pro- 
gram of accelerated rearmament, they wish to examine particular 
plans and actions to avoid if possible precipitating prematurely a crisis 
and perhaps war. 


BRITISH PUBLIC AND PARLIAMENTARY SUPPORT * REARMAMENT 


The current rearmament program of the British Government will 
be explained to you in detail by other members of the MDAP team. 
I should like only to mention the more general aspect of public and 
parliamentary support forthe program. The program has broad pub- 
lie support and parliamentary support as well. The Conservative 
Party criticizes the program in terms of its administration and occa- 
sionally in terms of its adequacy, but that party does support the very 
substantial program which is now being carried out. Opposition to 
the magnitude of the present program has come largely from the left 
wing of the Labor Party itself. This opposition came to a head with 
the resignation of Bevan as Minister of Labor and Wilson as President 
of Board of Trade 3 months ago. 


BEVAN ATTITUDE TOWARD REARMAMENT PROGRAM 


Bevan and his supporters are of the view that the Soviet threat is 
not so immediate that an expanded rearmament program is a matter 
of great urgency, or at least urgency to the extent of the Government 
program. ‘They feel that the rearmament program of necessity 
impinges upon the social welfare program of the Labor Party, and 
they are not prepared to support that domestic sacrifice. They also 
feel that the program is excessive in terms of availability of raw 
materials, machine tools, ete., and that therefore in fact it cannot be 
implemented. It is too early to judge whether this position will 
receive any appreciable pub lic support. There is nothing, however, 
to indicate that this is the case, and there certainly is nothing to show 
that it will in any way affect the basic policy of the Labor Government 
to achieve its announced rearmament goals. In fact, the very resig- 
nations themselves indicate that the Government is firm in its deter- 
mination to the extent that the critics within the Government felt 
ob ge d to resign their ministerial posts. 

‘ Korean cease-fire negotiations have caused some confusion in 
his soni in that they have raised the hopes in some minds that 
this might mean an opportunity to relax on the strenuous rearmament 
program. |Deleted.| The Prime Minister, the Foreign Secretary, 
and the Chancellor of the Exchequer both in Parliament and in 
speec] 
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relax or that the Government had any intention of falling into the 
trap of relaxing its efforts. I feel that while we should be diligent 
in watching for any signs of relaxing on the joint effort that there is 
nothing to indicate that the British people or the British Government 
are sO naive as to accept the current cease-fire talks as a basis for 
relaxing our joint efforts. | Deleted. | 


ROLE OF UNITED KINGDOM IN STRATEGIC PLANNING 


The currently most important factor in our approach to Britain 
is the role that the United Kingdom plays in our strategic planning, 
especially on the part of the Air Force, and the steps that have been 
taken over recent months and years to make concrete progress toward 
making these plans effective. 

Significantly, Maj. Gen. Leon Johnson is the commanding officer 
of the United States Third Air Force as well as Chief to the Military 
Assistance Advisory Group to the United Kingdom. This dual 
responsibility represents recognition of the close relationship between 
our military-assistance program here and the role of the USAF and 
the RAF. General Johnson will describe to you arrangements that 
have been made for the use ot airfields here and defenses for those 
airfields. [ Deleted. | 

My only comment on this, as a layman, is that Iam more impressed 
than I ean say at the way the fighting men of Britain and the United 
States have worked quietly and inconspicuously, but most effectively, 
to use all the resources at their command to build up with the greatest 
urgency our mutual defense forces in these islands. I know of no 
better example of team play and cooperation than this program of 
the two Air Forces to build this power as quickly as possible. 


MILITARY AID TO GREAT BRITAIN 


The proposed program and aid to Britain for the current fiscal 
year represents something less than 5 percent of the over-all proposals 
for milit: ary and economic aid from the United States under the ecur- 
rent appropriation requests. ‘The amount that will be made available 

| deleted | will go entirely to the delivery to the United Kingdom 
of items of military ¢ equipment. As I believe you gentlemen are 
aware, the illustrative figures presented to the Congress on the current 
military and economic aid figure make no provision for economic aid 
to the United Kingdom for fiscal year 1952. This figure of course 
Is based upon rete of present trends an id : also on the assump 
tion that the NATO burden sharing exercise will not indicate any 
need to revise our calculations. As we see it at the moment, how- 
ever, there does not appear to be any need for general economic aid in 
the foreseeable future. 

These military end items will be delivered only after our military 
authorities have made the most careful examination of over-all Brit 
ish military needs; after our civilian authorities have carefully ex 
amined the capacity (both in economic and political ter) ) of 
to meet these needs from her own resources, and an over-all pol 
determination in terms of our own interests and the NATO object 
that these items ean be best placed in British hands tod 
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One aspect of the relations between the Military Assistance Ad- 
visory Group and the British military authorities has particularly 
impressed me. This is the attitude of the British on receiving items 
of military equipment. The British military will not accept items 
until they are fully convinced of their technical capacity to handle 
the equipment and the availability of personnel to keep it fully oper- 
ative and ready for any emergency. As a result, the relationship 
between our military authorities and the British has been one of 
objective analysis of whether particular equipment could be fully 
utilized here and could be better placed here in British hands than 
elsewhere. ‘There has been no aspect of a “shopping list” presented 
to us. 


BRITISH DEFENSE PROGRAM 


I do not wish to give the impression that there is not much remain- 
ing to be done. | Deleted.| The British Government has indicated 
its recognition that substantial, urgent progress is needed. 

The British did not reduce defense expenditures after World War 
Il anything like the extent that we did. In fact, prior to Korea, the 
British had relatively the strongest defense establishment of the 
NATO area. Still, considerable expansion was required and possible 
in the United Kingdom after the outbreak of hostilities in Korea 
Before Korea, the British were expending for defense purposes ap- 
proximately £759 to £800 million per year. In the summer of 1950 
an expanded program was planned and in December 1950 a further 
expansion of the program was announced increasing the expenditures 
for the year 1951-52 to approximately £1.5 billion, or approxim: itely 
66 percent above the pre-Korea figure. This represents approx 
imately 9 to 10 percent of the gross national product of the United 
Kingdom during the current year. This figure compares with an 
American expected expenditure of between 15 and 16 percent. 

I should like to give a word of caution, however, on the strict com- 
parison of these two figures. The British have been operating under 
a strained economy for almost 12 years—)5 years of war and over 6 
years of austerity. Estimates made in the United States indicate that 
in 1951 our per capita consumption averages approximately 43. per- 
cent above prewar. The comparable figure in the United Kingdom 
is 6 percent. These figures reveal the fact that a substantial rearm- 
ament program in the United Kingdom has direct and almost imme- 
diate effect upon the consuming public. The British people have been 
told that the current program requires not only increased taxation 
and a reduction in the social-welfare program, but also that the Brit- 
ish people will have to forego any material increases in consumption 
which they had expected to begin to enjoy. In fact, the current pro- 
gram will do more than that and will reduce consumer consumption 
in the near future. 

The British people, however, have shown a recognition of the dan- 
ger which exists and a willingness to make these sacrifices. I believe 
myself that the current program is a creditable program. I believe 
that the British people and government could do more and if, in fact, 
the program were put upon a wartime basis they most certainly would 
do more. It is not practical, however, either here or any place in the 
NATO area, to insist upon a rearmament program on a strict wartime 
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basis. If the NATO powers in combination agree that the timetable 
must be speeded up, I feel it is possible that the British could partici- 
pate in any general raising of the sights. Short of any such decision, 
however, 1 expect no early further expansion of the program here. 

I do expect, however, that the program which has been announced 
will continue to be implemented effectively. 

In conclusion, I should like to comment about detailed questioning. 
The staffs of the Embassy, ECA mission, and MAAG have been ad- 
vised to remain available during the entire time you gentlemen are 
with us. In the event that you are interested in pursuing any of the se 
subjects in more detail while you are here this morning, the oflicers 
concerned will be pleased to see you as a group or individually. 

L hope you will follow through with any questions while here this 
morning. As I said, we have arranged for you to make use of any part 
of the Embassy or any of our group here that you might want later 
mn the day to t: alk to about specific things. That is rather a long t: - 
that I read, but | thought it might be useful for you. Copies of the 
paper are available if you want them. 


rERMINATION OF ECONOMIC AID TO BRITAIN 


Question. What about the termination of economic aid? 

Ambassador Girrorp. The British Government and the British peo 
ple are very proud of the fact that they are not asking for economic 
aid. They finished with Marshall plan aid as of the end of last year 
and they are delighted that it looks as though they will not have to 
ask for any more. They do not like going around at in hand asking 
for contributions, and they would like to get along without asking for 
anything from anybody. 


BRITISH MILITARY AID 


Question. What about military aid? 

Ambassador Girrorp. Some of these end items, like these bombers 
the seventieth of which arrived the other cd: ay—we did not ap pear to 
need prior to Korea. We knew the British could put them to good use 
over here. At the time, they were in effect scrap, as far as we were 
concerned. You will next hear General Johnson, and then Mr. Batt. 
| am only speaking on policy questions and general relations with the 
United Kingdom. 

Senator Green. Let’s hear them all first and then ask questions. 

| Deleted. | 


STATEMENT BY MR. WILLIAM L. BATT, UNITED STATES REPRE- 
SENTATIVE, DEFENSE PRODUCTION BOARD 


Mr. Barr. Having had the opportunity of meeting with you and 
talking with you in Paris I would like to emphasize that 1 am speak- 
ing as a member of a country team here. We were in Paris talking 
about the regional operations of NATO and in that « — ity | was 
addressing you as the United States member of the Defer » Produe 
tion Board. 

Today, as head of the ECA mission, I am a part of the Ambassa 
dor’s country team in Great Britain. We want to put to you the pic- 











112 FOREIGN-AID PROGRAMS IN EUROPE 


ture of how we are dealing with the British situation. I am keeping 


off NATO production outside this country. You are going to be 
addressed later by iny deputy, Mr. Walter, and by (¢ Colonel Agee, 
both of them being parts of this country team. 

Our concept at the country level of our responsibility on the rearma- 
ment program is that the military aspects should be carefully re- 
viewed by the MAAG element here—as distinguished from JAMAG 
which is the regional group—and that the production aspects of the 
program should be looked at with equal care by the ECA country 
Mission. 


NO DIRECT ECONOMIC AID TO BRITAIN NOW 


In discharging this responsibility we are trying to make sure that 
everything that it is proposed to send to Great Britain from the 
United States has to be sent, that is, has to be sent in the United States 
own self-interest. You will recall that I told you in Paris that direct 
economic aid to Great Britain was suspended as of last fall. We on 
our side had concluded that the British financial position was such 
that they could meet their own requirements and the British gladly 
accepted that view; this proposal partly originated with them. The 
British are not now, then, being allotted any direct economic aid from 
the United States. 

It should be remembered that when we speak of direct economic 
aid it is not quite the same as though we had brought dollars over 
and laid them down in this country. We helped the British to pro- 
cure things which had to come from the dollar area, particularly 
from the United States, in light of the fact that they did not have 
enough dollars to prov ide these essential things. Hay ing concluded 
late last year that the British would have enough dollars this pro 
curement then became their direct responsibility, 

When we recommend the provision of military end item aid for 
the United Kingdom we are doing that because it is our mature con- 
clusion that these items cannot be produced fast enough in Great Brit 
ain and that it is essential that the items be here as a vital part of 
the building up of the defense position at an earlier time than would 
result if we waited for the British to make them. | Deleted. | 


ECA IS ASSISTING IN PRODUCTIVITY BULLD-UP 


Although we have suspended direct economic aid and are not now 
proposing any for the United Kingdom, ECA is continuing an opera 
tion which we feel to be to good advantage in the rearmament program 
and which costs us very little money. Weare trying to help the British 

build up their productivity. The difference between productivity in 
Great Britain and Europe as a whole on the one hand and the United 
States on the other is quite an amount. There is, however, great im 
provement being made here in Great Britain. |Deleted.| However, 
since the war the British have been conscious of the fact that they are 
not eflicient enough as producers. For a hundred years their indus- 
trial position was such as to dominate the world, but they became com- 
placent. The fact is the British have lost their position, We have 
been steadily going ahead with the result that in the 1930’s we were at 
a point in production in the United States which averaged roughly 
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twice the production per man per hour which was maintained in Great 
Britain, and three or four times the production per man prevailing in 
Western Europe as a whole. The British, however, have made great 
strides since the war. We in ECA have been working with them on 
ways in which American methods could be employed in Britain. The 
rate of increase in productivity in the United Kingdom during the 
past 3 years has been higher than any place in the world including the 
United States—an average increase in productivity of about 7 percent 
per year, and that is very high. Now we have contributed to this. ECA 
has been active in arranging for joint labor-management productivity 
teams from critical industries. We have taken these teams to the 
United States. We have been helping them and other representatives 
of British industries and they have come back with things they have 
learned and have tried to make this knowledge useful in correcting 
operations here. This import: int work has gone on at very small cost. 

Because of our interest in promoting the deve lopme nt of scarce and 
strategic materials we have been he ‘Iping the British colonies also to 
assist them to bring in import: int strategic materials. Our grants-in- 
aid for this type of operation have represented a small proportion of 
the cost of the development work involved. During the past year the 
ECA contribution has been in the order of $11 million. 


OBTAINING PRIORITIES FOR BRITISH REARMAMENT PROGRAM 


Another form of assistance, not dollar assistance, but vital assistance 
nevertheless, is the kind of continuing help involved in obtaining 
priorities on the things which the British must have to put their 
rearmament program ahead. We try to place before our people in 
Washington a true picture of the relative essentiality of the British 
requirements for raw materials, machine tools, et cetra. (The British 
will be buying close to a billion dollars worth of goods in the United 
States with their own earned dollars during the current fiscal year.) 

You know, of course, that the machine-tool industry in the United 
States is terribly overloaded. If left to their own devices the British 
wouldn’t be able to buy any of the tools that are absolutely essential 
to their defense effort. Here’s where we come in. ‘The ECA mission 
gets together with the MAAG mission and having examined British 
requirements with respect to their military essentiality, we screen 
then with respect to their availability from United Kingdom or other 
European sources before reaching a conclusion with respect to what 
part, if any, of these requirements should come from the United States. 
Having decided, as we must do in some instances, that the United 
States is the only source of supply to fill out the essential require- 
ment, we help the British to get what they need. As to the impor- 
tance of the United States as a supply source, the British Ministry 
of Fuel and Power had me and some of my associates on the pan the 
other day because of the lack of space parts for equipment of Ameri- 

can origin being used in British open-cast coal mining. Because the 
British had hot been ab le to get delivery on their orders for these 
spare parts in the United States the use of 25 percent of their 
American-made mining equipment was being denied them. This 
meant that open-cast coal-mining operations were retarded by that 
amount. You gentlemen know of our heavy equipment needs in the 
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United States, but machinery idle for want of spare parts does not 
contribute to our mutual effort. We therefore try to show the im- 
portance of such requirements and otherwise assist in every way we 
can in seeing that the flow of raw materials or ee parts from the 
U nited States is kept moving in our own interests 

You are interested, of course, always in knowing what the different 
countries can do—what the magnitude of their defense program is— 
and whether that is all they are capable of doing. The Ambassador 
has told you the size of the British program—£4.7 billion ($13 billion) 
covering the period from April 1, 1951, to March 30, 1954. [ Deleted. | 
ECA has been engaged. for more than a year in the continuing ap- 
praisal and assessment of the economic potential for rearmament of 
aoe Kuropean countries. We have been making continuing investi- 

gations of the United Kingdom capacity of each to defend itself and 
of what the limitations to increased defense efforts were and how 
serious they were. 

The problem has been approached in terms of estimating the total 
resources which would be available to the United Kingdom, the de- 
gree of essentiality of demands upon these resources which competed 
with rearmament and the problems of external balance of payments 
and internal finances which would be involved in a higher defense 
effort. 


LITTLE “CONSUMPTION FAT” IN ENGLAND 


In very general terms the basic limitation to an expanded defense 
effort by the United Kingdom is the already low level of consumption 
in the economy. In comparison to the United States there was very 
little in the way of “consumption fat,” particularly in the line of 
consumption of consumer durable goods which could relatively easily 
be sacrificed in the interests of an expanded defense program. You 
will recall that we had some discussion-in Paris about the restriction 
of production of things such as automobiles, but I would like to re- 
mind you again that while the British are making 400,000 automobiles 
a year, 320,000 of these are earmarked for export and can be had only 
for export purposes. The situation is much the same in other con- 
sumer durables, such as refrigerators. What I have found so diffi- 
cult to understand and what we Americans in general tind it hard to 
appreciate is the dependence Britain has on her exports. About the 
only raw material the British have is coal and as last winter proved, 
not even enough coal. Britain must export if she is to live. Exports 
here mean life and death. During the last war, the situation was 
totally changed with respect to British exports because we said, in 
effect, stop all your exports. Anything we can possibly take over we 
will take over and we will make it up—provide you with the imports 
your exports would normaliy earn— with lend-lease. One of your 
group asked about the capit i debt of Great Britain and another ques- 
tion immediately came to my mind—how much did we supply Great 
Britain in lend-lease during the last war? The answer is that in the 
form of lend-lease supplies we provided the United Kingdom with 
$24 billion during 4 years ($29 billion, less $5 billion in reverse lend- 
lease received by the United States from Britain). Lend-lease aid to 
Great Britain then was at an average rate of $6 billion per year. In 
this way we made up the shortages as fast as we could in those ma- 
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terials which the British ordinarily would have provided for them- 
selves out of the earnings of their exports. There being no lend-lease 
in the picture today, the British are determined that they have to keep 
a solvent financial picture. In Paris I gave you a figure which I would 
like to repeat here again. Even with every cut-back in the United 
States we will still have 1 automobile for every 35 people; the British 
will have 1 automobile for every 635 people, and if you had time to 
drive out on the roads to see the condition of the cars in England you 
would see that many of the cars are 20 and 30 years old. 

Levels of real consumption here are up very little—only about 6 
percent—above prewar levels in contrast to much higher increases 
from much higher levels in the U nited States. IT assure you that if you 
went up to the Midlands, up to Manchester or Birmingham, say, you 
would find a pretty thin situation—foodwise. hotelwise. Here in 
London one is not apt to get the true picture. In one way or another 
people here are rationed on practically all essentials—a little piece of 
meat the size of one lamb chop per person per week, one egg per per- 
son per week and so on. 

It is our conclusion that it is not possible to make direct compari- 
sons of military effort in terms of say a 16 percent of national income 
today in the United States and a defense effort of 10 or 11 percent 
of national income over here. It isn’t proper to reeks compare 
these two. I think Great Britain is carrying about as big as a load 
as she can for now. 

There is virtually no unemployment here. Labor is critically short. 
Therefore every single new military project that they take on here 
has to take labor away from something else. To attempt to build 
larger than planned military forces now would be certain to have an 
adverse industrial impact and then too, every time they have to build 
a new factory here they see very clearly exactly what they will have 
to give up in other construction. The construction program over here 
is far tighter than the one we have, even in its sharply restricted 
version. 


SHORTAGE OF RAW MATERIALS 


There are then many problems, but the British are moving ahead. 
The vital immediate problem centers primarily on questions of avail- 
ability of supplhes of short raw materials. Stocks of industrial raw 
materials in the United Kinkdom were permitted to drop to danger- 
ously low levels in many categories prior to Korea and these stocks 
will have to be maintained, and in many important categories in- 
creased, if military and the saeeetiad civilian supporting production 
is to be sustained. 

I don’t want to take up too much time. I am very anxious that 
our working associates here shall have plenty of time to tell you what 
they do under General Johnson’s and my direction in trying to see 
that the aid that goes to Great Britain is aid which has to go to Great 
Britain. Mr. Dickens, the senior United States Treasury representa- 
tive here, serves as financial adviser to both the Embassy and the 
ECA mission and he is the one best qualified to answer such purely 
financial question as you may have. Mr. McCaffery is my economic 
man and any questions on the over-all economic situation here that 
may occur to you Mr. McCaffery will answer. We are trying, of 
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course, to obtain your confidence so that when you go back to Wash- 
ington you will know that the cooperation which exists between the 
Ambassador and his associates and myself and my associates and 
General Johnson is of the highest order. May I say that this cooper- 
ation is as good as it conceivably could be. 


STATEMENT BY PAUL D. DICKENS, UNITED STATES TREASURY 
REPRESENTATIVE 


Mr. Dickens. I was asked to discuss briefly the financial aspects 
of the UK defense program. In doing this I want to relate the cost 
of that program first, to the budget: ary problem in this country, 
second, to the problem of inflation, and third, to discuss the British 
balance of payments problem in light of the demands of the defense 
program. 

The Government of the United Kingdom has announced a 3-year 
defense program totalling £4,700 million. This is expected to be 
phased as follows: £1,275 million during the current fiscal year, 
£1,600 million during the year 1952-53, and about £1,800 million dur- 
ing the year 1953-54. The production element in the total 3-year 
program, including research and development, is expected to total 
£2,800 million, of which £700 million is to be this year. 

The total UK budget for this fiseal year, of which the expenditure 
of £1,275 million on defense is a part, amounts also to £4,700 million— 
more than 32 percent of the estimated gross national product. The 
defense part of the budget accounts for between 9 and 10 percent of 
the gross national product. It may be noted that comparable data 
for the United States show that defense expenditure is expected to 
constitute approximately 15 percent of the gross national product. 
This relationship must be interpreted in the light of the level of 
income and consumption in the two countries. 

Last year the UK spent £777 million on defense. This means that 
the program has been expanded by £500 million or 6 percent during 
the present fiscal year. In addition to this, however, the Government 
is planning to spend about £200 miflion additional on activities closely 
related to defense such as stockpiling, civil defense, and capital invest- 
ment for defense production. 


FINANCING THE PROGRAM 


How does the Government expect to finance this additional defense 
expenditure which is the major item of increase this year? It may 
be noted at this point that food subsidies, health programs, and hous- 
ing were not increased. The task of financing these added expendi- 
tures is made somewhat easier by reason of the fact that revenues 
last year were at a level much greater than expenditures. In fact, 
the British had an over-all budget surplus of £247 million last year. 
Furthermore, on the basis of last vear’s rates, because of increased 
corporate and personal incomes, receipts are expected to increase about 
£110 million. On top of an already heavy yn ‘n of taxation, which 
as I mentioned earlier takes 32 percent of gross national product, 
new levies were imposed this year elt to yield £140 million. 
Nevertheless a budget deficit of £460 million is contemplated. This 
they will have to borrow. 
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At this point I would like to point specifically to the present level 
of taxation in the United Kingdom. After the increase in the pres- 
ent budget, the standard rate of income tax on taxable income is 9 
shillings and 6 pe nce per pound of income, that is, 4714 percent. A 
single worker in Britain will begin to pay this rate on all income 
above £450 per annum ($1,260), while a married worker with two 
children will enter this tax bracket when his annual income reaches 
550 ($1,540). An interesting sidelight is that the Government had 
to reduce by 6 pence in the pound surtax rates on taxable incomes 
over £20,000 so that the total normal tax and surtax would not reach 
100 percent at that income level. In addition to the income tax, 
corporations pay a 10 percent tax on all profits and 50 percent on 
distributed profits. The Government has also raised the tax on 
petrol to more than half the price paid by users (to 25 cents a gallon) 
and the purchase tax on motor vehicles and electrical equipment from 
3514 to 6624 percent. The tax on tobacco and alcoholic be ‘verages 
s also high. 


INFLATION PROBLEMS 


The decision to budget for a deficit this vear was a difficult one for 
two main reasons. First, for the past 3 vears an over-all surplus 
has been part of the British plan for achieving financial stability. 
They have planned carefully their Government expenditures, total 
investment and consumption to that end. They have used the weapons 
of fiscal policy as well as direct controls to accomplish it. Austerity 
has been a fact here. Second, this is a period of strong inflationary 
tendencies throughout the world and a budget deficit uncovered by 
real savings could be terribly important. The inflationary problem 
presents itself to the United Kingdom in great force because the 
devaluation of 1949 brought into being strong pressures on the do- 
mestic price structure which were countered to some extent by wage 
and dividend restraint without any increases in subsidies and ration- 
ing. On top of that the effect of Korea and the expanded defense 
efforts in many parts of the world induced very large price increases 
in raw materials and this country is highly dependent upon imports 
of such materials. The effect has been to increase the cost of United 
Kingdom imports, without any increase In volume, by as much as £600 
<700 million. The prices of exports have increased to a lesser degree 
so that it requires a much larger volume of exports to pay for the 
same volume of imports, thus withdrawing goods from ‘the local 
market. This is the international aspect of the inflation problem as 
it affects this country. 

Now for the domestic aspect. In view of all these circumstances 
the Government recognizes that it cannot entirely prevent increases 
in prices of goods consumed and eventually in wages. It prefers to 
speak as though these inflationary developments were forced upon 
the economy entirely as the result of external factors: however, do- 
mestic wages and other costs have also increased and affect prices. 
Given these inflationary pressures the British Government will not 

(as it has frequently done in the past) attempt to insulate the domestic 
price level from foreign influences through additional subsidies. It 
is now prepared to let increases in prices absorb a substantial amount 
of consumer purchasing power so as to prevent that purchasing 
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power from exercising command over additional real resources. In 
other words, consumers will be expected to spend some £600 million 
more on consumption in 1951 but to receive some £50 million less in 
actual goods and services. 

The fact that the defense program requires the Government to 
absorb £400 million more of the country’s real resources (goods at 
1950 prices) than it did last year makes the problem still more diffi- 
cult. It has estimated that with reasonable success in acquiring need- 
ed raw materials, some of which are in short supply, and in adjusting 
its already fully utilized manpower to the changing character of its 
production needs, the UK can achieve a 4- percent increase in the pro- 
duction of goods and services in 1951 or the equivalent of about £525 
million of real resources. Present indications are that the estimated 
increase in production was rather close. Inasmuch as it was felt to be 
desirable to maintain investment and the additional goods to be pro- 
duced were expected to be less than additional Government require- 
ments, it follows that public consumption must decline. 


THE BALANCE OF INTERNATIONAL PAYMENTS 


After having incurred balance of payments deficits of unpreced- 
ented magnitude in the postwar period, the United Kingdom realized 
its first substantial balance of payments surplus in 1950 (£229 million). 
There was a general feeling, particularly at the time of the suspension 
of Marshall aid last December, that they had whipped the problem 
with which they had been faced for several years. You will note the 
rapid progress evidenced on this chart. Even the dollar deficit was 
substantially reduced. 

Due to the necessity to undertake the rearmament program and to 
purchase vital imports at much higher prices, however, the Chancellor 
of the Exchequer announced in January that the Government of the 
United Kingdom was prepared to accept approximate balance on over- 
seas account in 1951. The Government would accept, he said, an over- 
seas deficit equat to the value of its purchases of strategic materials 
for stockpiling since these constitute an effective addition to the na- 
tion’s capital. Payments on the United States and Canadian loans 
were budgeted for and induced in their balance of payments forecasts. 

Since a balance of payments surplus is equivalent to foreign invest- 
ment, the disappearance of the surplus in 1951 was expected to be 
one means of lessening demands on the British ec onomy, but in view 
of the uncertain outlook for the future and the country’s unhappy ex- 
periences with overseas deficits in the postwar period, the Govern- 
ment is unwilling to incur substantial deficits on overseas account with 
attendant weakening of the country’s substantial overseas deficit in 
1951 can be averted only by a very heavy increase in the volume of 
exports, due to the fact that international prices have run even more 
decidedly against the British than was anticipated last winter and be- 

cause of heavier Government obligations abroad than were expected. 

The dollar accounts of the United Kingdom itself, that is, excluding 
the rest of the sterling area, have consistently resulted in an excess of 
payments and present indications are that this deficit will continue 
and perhaps increase substantially. As a result, however, of various 
factors but particularly the high prices received from the sale of ster- 
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ing area raw materials, for example, wool, rubber, and tin, the gold 
and dollar reserves of the sterling area as a w at have inere: a very 
rapidly since Korea. They now amount to $3,867 million, or higher 
than at any time since the war. It should be noted that the sterling 
liabilities of the United Kingdom increased very rapidly in 1950, also, 
and it is beheved that during the first quarter of this year they in- 
creased more r apidly than the gold and dollar erves. It may be 
helpful at this point to note that these sterling liabilities result in part 
from gold and dollars contributed, as earned. to the central reserves, 
The sterling equivalent can be used freely and dollars can be drawn 
in accordance with the understandings among the members. The rate 
of } Increase of the reserves has slowed down signific uitly since M ich, 
n fact most of the increase during the April-June quarter ($109 mil- 
lion) took place in April. The gold and dollar surplus of the sterling 


area declined from $360 million in the January—March quarter to $54 
million in the April-June quarter. Larger purchases in the United 
States by the United Kingdom as well as by other parts of the sterling 
area and smaller sales are the principal reason. It 0 seems | kely 
that, as predicted in the economic survey, “the reserves iv cease to 


crow or even decline somewhat.” 
CONCLUSION 


These facts W 1], ] believe, show you that there is a re spons ble Gov- 
ernment in the United Kingdom capable of placing before its people 
unp leasant facts, of taxin g them an d asking them for further sacrifices 

n plac e of the higher sti andards of li Ing which a few months igo they 
were hope ‘ful of e njoy ing. 


STATEMENT BY COLONEL SAM W. AGEE, MILITARY ASSISTANCE 
ADVISORY GROUP 


Colonel AGEE. Members of the senate Fore onl Relations C mimiit- 
tee, as the military member of this United States team at the ountry 
level, it is MAAG mission and objective to increase the mbat ei- 
c1ency of those British armed forces which are 1 ‘ mitted to 
NATO through the planning and implementing of mutual defense 


assistance and mutual security programis. 


MILITARY ASSISTANCE PROGRAMS, UNITED KINGDOM 


Before vetting into the scope and det i ls of these n litarv assistance 
programs for the United Kingdom, I should like to point out that our 


operation here differs to some extent from that of the MAAG’s in 
various other than NATO countries. 

In the first place, the British Government requester lit ary as- 
sistance in fiseal yea ae for the Royal Air Force only. There was 
no army nor navy program for that year and up until August 1951 


the MAAG ¢ group Wi: as composed of United States Air Force personnel 


only. 
In the > second pl wwe, Wwe were never faced Wit! the sit lati eXIst o 
other NATO countries wherein the armed forces had bee) 
letely disorganized or even eliminated by conquest or occupat 
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Although the British armed forces had been cut down to low strengths, 
although budgets were below requirements and equipment and reserve 
military stores had been sadly depleted, there was still a completely 
organized Ministry of Defense, and the armed forces were fully opera- 
tional, though composed of a substantial number of short term service- 
inen and units were spread very thinly throughout the world. We 
have therefore not been required to completely organize and train any 
segment of their forces, but have rather participated with the British 
armed forces in uncovering the highest priority deficiencies in their 
NATO forces, analyzing their assets, and attempting to overcome 
the absolute deficiencies by means of fiscal year MDA programs. 

In the third place, the Armed Forces of the “United States and the 
United Kingdom have been working in close accord for years to include 
the standardization of doctrine and equipment. ‘They have many 
officer graduates of our service schools, and are familiar with our 
organization and equipment. They have, in fact, throughout their 
forces much of our equipment furnished them in 1944 and 1945 under 
lend lease. 

And lastly, but certainly not the least, we are not confronted with 
the difficulty brought about by the use of a different language. 

To summarize then, I may say that our relationship and methods 
of operation, though sufticiently complicated, are not of any new 
unprecedented nature, as is the case in certain of the other NATO 
countries, They are in reality a continuation of the close and thor 
ough military accord set up between the British and our own armed 
services during the last World War. 

I want to review for you now the details of the fiscal year 1950 and 


1951 program and then to show you the current make-up of a program 
planned for fiscal year 1952 
| Section deleted. | 


STATEMENT BY HAMILTON W. WALTER, ASSISTANT CHIEF, 
ECONOMIC COOPERATION ADMINISTRATION 


DEVELOPMENT OF ENGLISH PRODUCTION 


Mr. Wavrer. I am referring directly to this chart without introduc- 
tory remarks because the time is short and most of the principal opera- 
tions of the team have been previously covered. The machine tool 
situation is here shown because it contains most of the elements of our 
problem, which is to develop production in England. This shows the 
manner in which the orders for tools have been placed. The left side 
of the chart is on a large scale; the right is reduced one-fourth. 

(Chart: Machine Tool Orders Placed by the United Kingdom.) 

The number of tools ordered in the United Kingdom in 
the 1948-49 period amounted to 1,000, During the same per iod, about 
65 to 8d male were ordered in the United States and the same from 
Europe. Then came Korea. There is a blank spot showing little ac- 
tion until procurement got under way. You can see that the British 
ordered a tremendous number of tools within their own areas. By 
February, they had ordered 5,000. _ By March, they had ordered about 
14,000 tools. “Currently, there are about 22,000 tools ordered by and 
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from England, with 3.500 tools still to be ordered. There is a question 
of where the latter will be placed. 

During this same period, orders were placed in Europe for about 
2,000 up “until the end of February; in March orders had reached the 
level of about 7,000, and, at last report, roughly 10,000 tools have 
been ordered from the Continent. 

This curve shows the status of orders from the United States. 

Up until January, they had ordered somewhere around 4.000 tools. 
That curve has steadily risen until at this date there are roughly 7,500 
tools on order from the United States. The total of all tools ordered 
to date is 39.500. I call attention to these three curves because there 
may be a feeling that the British are loading us with tool orders. It 
is our objective to force the construction of the tools in England if 
possib le and i in Europe certainly. They are doing just that. ‘The tools 
actually ordered from the United States up to this point are only those 
tools that are absolutely essential to the defense production effort 
and which cannot be manufactured in England or on the Continent. 
Since this chart was made (which is within the past week) we have 
found out that 450 of these tools have been canceled from the United 
States and another 960 that were to be ordered from the United States 
have been removed from the schedule and will be ordered—probably 
from the Continent. This reflects a very intensive effort on our part 
in working with the British. 

We have one of the best tool engineers in the world. we feel. He 
and his assoc ht ates have been working very closely with the British. 
We give as an example an order placed for all-purpose lathes. We 
have persuaded the British to consider a special-purpose tool. This 
avoids the use of hard-to-get complicated units from the United 
States, and substitutes a single, much less costly piece of equipment. 
A joint United States-British team is about to depart for Italy to 
arrange for their manufacture of that tool. If this expedition is 
successful, the British and we will order as many of these Italian- 
made tools as we can possibly buy for the British and for our own 
plants. You can see why it is so vital to screen these various projects. 
|Deleted.] (Chart, Power Supply in the United Kingdom.) 

One of the principal difficulties which the British face is how to 
get along with the limited supply of power which is available. This 
shows the newly installed operating plant which is about : 000 mega- 
watts for the vear. (A megawatt is 1,000,000 wattts or 1,000 kilo 
Watts. ) 

The output of the country’s power net is 12,000 megawatts and the 
peak load is 14,000, or a deficit of 2.000 megawatts. That deficit is 
expected to continue almost constant for the next few years. The 
expansion of the power load will be constant and very similar to 
that of the United States: with planned installation of plant they 
will still have about the same deficit. This means that defense plants, 
factories, and homes are subject to the a hastly process which the Vy 
call power cuts or load shedding. A manager of a leat can never 
be sure he is going to operate for a full day or whether, as in the 
north of England, the whole plant may shut down during the entire 
daylight period. (Chart: Coal.) 
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CONSIDERING COAL PRODUCTION 


That brings up the question of coal. This shows the fluctuation 
between the output of coal and consumption. Until recently they 
just about kept even. The latest statistics show a very definite deti- 

ciency, and it is obvious that they are headed for trouble. 

Senator McManon. How many tons can they get out per day per 
man ¢ 

Mr. Wavrer. I am not sure but it would be much lower than ours. 
The coal seams are 18 to 24 inches thick and we cannot use the same 
machinery. Many of our best coal-mining experts have been here 
and have enthusiastically tried to show them how to mine coal; they 
simply cannot use our machines. Strip mining is something else; 
but the amount of coal you obtain by the process is definitely limited. 

General Johnson has pointed out that this island is something of 
an air base, and quite essential to our operation from a military stand- 
point. It is also quite essential as a source of production. The fifty 
million people that are here have a great many years of successful 
industrial accomplishment behind them. We feel that every support 


should be given them so that they may do their full share in the 
defense effort. [ Deleted. ] 


MILITARY END-ITEM AID 


Senator Green. How is the figure for military end-item aid to the 
United Kingdom arrived at? 

Mr. McCarrery. We go through a screening process involving end- 
item aid, the MAAG looking at it carefully with respect to its mili- 
tary essentiality. We in ECA look at it with respect to availability 
of proposed items in the United Kingdom, availability in other NATO 
countries, possible availability in any other part of the continent, and 
possible availability in the other parts of the world, exclusive of the 
UC nite -d States. In order to spread the look-see, it has to go up through 
the JAMAG, regional office, often through Mr. Batt’s “Defense Pro- 
duction Board of the NATO organization to determine what the 
production potential may be. W ithin the ECA organization, it goes 
to the OSR for screening with respect to avail: ibility out of produc- 
tion in any other country in Western Europe. [Deleted.] 

Colonel O'Hara, from JAMAG,. The actual figure is arrived at 
by first screening and evaluating all real requirements of the different 
countries, submitting them to Washington, and the actual figure comes 
out as a result of negotiations. 

Senator Witey. | assume that right here in Britain you have made 
an inventory of wants. The second part of my question is the matter 
of procurement costs. Do you submit your wants to Washington and 
do they do the pricing, and so forth? 

Colonel Acer. Yes. [Deleted.] 

Senator McManon. How about hospitals ? 

General Jounson. Hospitalization is good. 
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VITAL IMPORTANCE IS COAL 


Senator Smiru. When I was here in 1947, they were discussing the 
vital importance of coal. Have they ever reached the target / 

Mr. Barr. The target is 222,000,000 tons. The demand has gone 
up. Mining coal is a dirty occupation—more so than in the United 
States because it is more difficult to mine coal here than in the United 
States—and people do not do it if they can do anything else. Here 
there is full employment. They are trying to build up employment 
by incentives; for instance, the high pay. They should not be ex- 
porting coal, but they have made commitments to Europe of about 
6,000,000 tons of coal. There is still over a 20,000,000-ton shortage in 
the Continent of Europe. 

Senator Smirn. Is there any solution ? 

Mr. Barr. No short-time solution. Coal seams are thin, some under 
water, extremely difficult to get out. Production per man depends 
upon the situation of the seam. Five tons per man isa high figure, and 
can be as low as 11% tons per man. They have 640,000 men here 
mining 211,000,000 tons of coal; we mine between 500 and 600 million 
tons | delefed] with 425,000 men. 

Senator SPARKMAN (questions addressed to Mr, Batt). You re 
ferred to the fact that the labor-management committee visited the 
United States and other parts of the world to study labor-manage- 
ment methods and how to step up productivity. An article in a paper 
a couple of days ago showed a report made by one of these groups 
who had been to the United States, in which they laid down some ver y 
sensible recommendations to step up productivity. Is there a follow- 
up to those things? Are they actually trying to put programs into 
effect ? 

Mr. Barr. Yes; they are. The rate of increase in productivity has 
been very high here—7 percent for last year. We think they are 
doing a good job, but it is a hard thing to convince a man that he 
ought to change his practices just because somebody else is doing the 
same thing in another way. There are plants here just as good as 
there are in the United States; but the spread between the best and 
the poorest is greater than in the United States. They do not exchange 
information well over here. We are trying to help them to improve. 
[Section deleted. } 
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UNITED STATES FOREIGN-ALD PROGRAMS IN 
EUROPE 


THURSDAY, JULY 12, 1951, 4 P. M. 


SUBCOMMITTEE OF THE COMMITTEE ON FOREIGN 
RELATIONS ON Untrep Strares Economic anp 
Minirary Assistance ro Free Europe, 
American Embassy, Madrid, S pain. 

Members of the subcommittee present at the hearing were: Senator 
Theodore Francis Green, chairman, and Senators McMahon, Spark- 
man, Gillette, Wiley, Smith of New Jersey, Hickenlooper, and 
Brewster. 

Also present at the meeting were: Francis O. Wilcox, chief of staff, 
and Carl Marcy, staff associate, Senate Foreign Relations Committee: 
Assistant Secretary of State Jack MeFall, Horace Smith, State Depart- 
ment Senate liaison officer: Colonel Wade M. Fleisher, Defense De- 
partment escort officer; Mr. Nathaniel H. Goodrich, assistant general 
counsel, Department of Defense: and Col. Lyal G. Metheny, United 
States Army liaison officer, SHAPE. 


COUNTRY PRESENTATION: SPAIN 


STATEMENT BY HON. STANTON GRIFFIS, UNITED STATES 
AMBASSADOR TO SPAIN 


Ambassador Grirvis. VIl try to give you the Spanish picture as I 
see it. Dll try to make it very brief. If you can’t hear or understand, 
fireaway. Llama political ap pointee. T was in business for 30 years 
and went into Government service after Pearl Harbor. My four posts 
have been Poland, Egypt, Argentina, and eee as Ambassador. As 
my good friend and neighbor, Brien MeMahon, knows, I had three 
not very narrow escapes from becoming a fellow Senator on the floor. 
But Brien makes a better Senator than I would have made. 


FRANCO, GUIDING LEADER OF SPAIN 


The guiding leader of Spain is Generalissimo Franco. At the time 
of the revolution in 1936, he was flown to Spain. Through the death 
of two other generals he became leader of the army and since that time 
he has been the seldom-disputed leader of Spain. | Deleted. | 


FINANCIAL HISTORY 


Turning to the financial history of Spain since the civil war, the 
Republic at the time of the civil war had close to a billion dollars in 
gold; they were in pretty fine shape although they had lost their 
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colonies. After 3 years of bitter struggle between the Franco forces 
and the Reds, most of the gold was lost. About half went to Russia 
for payments of supplies at high prices. No one knows where some 
went. Some went to Mexico where it was taken by members of the 
former government who fled the country. Spain’s entire gold reserve 
today is not over $150,000,000. [Deleted.] 1 will discuss that further 
in the economic section. Much of that has been used to purchase 
wheat. Spain has bought wheat from other countries for the past 15 
years. It has a reasonable internal debt, substantially no foreign debt. 
except to Argentina for wheat. There is no record of default in the 
entire history of Spanish finance. Taxes are small. [Deleted.] 


ECONOMIC SITUATION 


As for the economic situation, last year the Congress arranged or 
instructed the Export-Import Bank to loan $62.5 million to Spain. 
That became effective last November or approximately then. Less than 
half of that loan has been allocated by the bank. [Deleted.] Spain 
has for 15 years been an importer of wheat. She has never been able to 
create a production of foodstuffs as fast as she has increased her 
population. |Deleted.] Unfortunately, there exists here an un- 
questioned growth of population in excess of food production. 

Senator Smiru. Would you say there was a population of about 
28,000,000 ? 

Ambassador Grirris. Twenty-eight million. The birth rate is ex- 
tremely high. Spain had been buying wheat from Argentina until 
Argentina stopped it when I was ‘down there because they couldn’t 
collect. There is something to say for Spain’s side: Argentina refused 
to take certain collateral goods that Spain wanted to ship them. Spain 
has for many years been buying wheat. [Deleted.] 


VISA SITUATION AND CONSULAR MATTERS 


Next we come to the visa situation and consular matters, Spain 
vis-a-vis the United States. There is no point in my reviewing the 
National Security Act, known as the McCarran Act, by which, so far 
as Spain is concerned, there were shut off I would say 90 percent of any 
Spaniards who wanted to go to the United States. I came during the 
height of those difficulties I never went anywhere or talked to any 
Spaniards that they did not assail me about it. The recent amendment 
reduced the number of difficulties about 25 percent. 

Mr. Cowes. One reason the percent of approvals now would be as 
high as 90 percent of the applicants is that many people who would 
be cut by the act have not applied; they’ve dropped out. 


SPANISH ATTITUDE TOWARD ECONOMIC AID 


| Deleted. | 

Ambassador Grirris. By a strange coincidence I got a Spanish joke 
recently; it came across my desk today: 

It is said that some Spanish economists, seeing that national eco- 
nomic status was getting low and that the country’s treasury was 
languishing, they felt that they had no option but to address Marshall 
and put this grave question before him: 
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“We need dollars,” they said. 

“Many or few? How many Communists do you have ¢” 

“None. You are offending us with such an insinuation. In order 
to expel communism from Spain we fought for 3 years and suffered a 
million deaths. Communists in Spainf Not a single one, thank 
God.” 

“Then I congratulate you. But I cannot give you even one dollar.” 

“Why not ¢ 

“Because since my plan is directed against communism and you 
assert that you have none, my plan is superfluous to you. Good 
night !” 

The WOrrys and confusion ot the economist Was great, il | said. 


Finally, someone had the idea of addressing himself to a high Italian 
official and ask him for the “loan” of a few Communists so that they 
could be shown to Marshall as if they were Spanish (Communists) 
who had appeared or had been discovered at the last moment. 

But it is said that the high Italian leader replied : 

“We are sorry, but we cannot loan a single Italian Communist 
They are our best patriots at the present time. Each one of thei 
earns us a thousand dollars.” 

| Deleted. | 

SPANISH NATIONALISM 


Senator Brewster. In a Government such as France has, there is 
this nationalistic urge. Businessmen are under the domination of 
the Secretary of Commerce. I saw a shipyard in Seville, a foolish 


yroject. Is Franco deeply interested / 
pro) pr 


Ambassador Grirris. Suanzes is, the Minister of Commerce. 
| Deleted. | 

Senator McMaunon. Their violent revolution caused a = 
deaths. Now we have industrial unrest manifestations, pare ‘ularly 
in Barcelona. Many people think they are doing business vith the 
top 3 percent who have nonene rich, and that the Soviets are doing 
business on the basis of percent, saying if you go ity us, you 
will get more to eat. I'm not a bit interested in enriching the 3 per- 
cent on top of this crust in Spain. {| Deleted. | 

Ambassador Grirris. | Deleted.] This country is primarly an ag 
ricultural country. It is no more fitted to becon ne another Detroit 
or Pittsburg than I am to grow their wheat. Spain must feed itself 
or go broke. One reason is the lack of food supply. There is a second 
reason: Government control of industry. 


1) 
biQOil 


SPANISH AGRICULTURAL SITUATION 


Senator Green. It is hard to understand why they would not accept 
aid for agricultural development without putting in for other aid for 
industrial development. 

Ambassador Grirris. You will understand after discussing it 
with Suanzes. 

Senator Green. I hope so. 

| Deleted. | 

Senator GitteTre. Are there considerable areas which have not 
been brought under cultivation all these thousands of years? 
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Ambassador Grirris. Very little. Its productivity has run down 
over the years. 

Senator Gitterre. You mean, where areas have been intensively 
farmed ¢ 

Ambassador Grirris. Their farm implements are often primitive; 
they plow with a wooden plow or with a plow made with an ax. 

Senator Gitterre. Is it true here that modern, mechanized farming 
won't work ¢ 

Ambassador Grirris. This is a country of small farms and there- 
fore their basic needs are small tools and fertilizer. They have only 
half the draft animals they had at the beginning of the civil war. Is 
that right, Dan? 

Mr. Brappock. Correct. 

Ambassador Grirris. They have few cows, pigs, and mules. They 
can't feed themselves. Yet they breed, how they breed. Take a look 
around the streets of Madrid at night and see the thousands of chil- 
dren at play. 

Senator Brewsrer. What happened to the loan for the fertilizer 
plant ¢ How about the cotton 4 

Ambassador Grirris. They got the plant and 5 million for cotton. 
There’s an allotment of 42,000 bales for hext vear, 

Senator Brewsrrer. Has Barcelona been taken care of ? 


QUESTION OF FREEDOM AND LIBERTY IN SPAIN 


Ambassador Grirris. Yes. [Deleted.] I ask your indulgence for 
a moment. I skipped the question of freedom and liberty in Spain. 
In general, there is no freedom and no liberty as we understand these 
rights. No one votes. There is no general right of assembly. There 
: no freedom of the press, which is entirely Government-controlled. 
The religious question is an extremely difficult one because less than 
two-tenths of 1 percent are not Catholics. The village priest never 
heard of a Protestant. 

| Deleted.| Under Spanish law, any religion can be practiced, 
private. But that law has been interpreted that there can be no 
public funerals, no marking of chapels. {| Deleted. | 

As for freedom of speech, you gentleman can go to any bar or 
dining room in Madrid and hear violent discussions about Franco. 
The people are vocal, we all agree. But none of it gets into the press, 
radio, or is uttered at public meetings. 


SPANISH MILITARY SITUATION 


Now, about the military situation, Colonel Shipp, the Army at- 
taché, Captain Oswald, the Navy attaché, and Colonel Towner, of 
the Air Force, can correct me as we go along. In general, the Air 
Force is substantially nonexistent. There is a great question as to 
whether the Spanish Air Force could exist 2 days in the air. The 
army is one of the largest standing armies in Europe, but as for equip- 
ment, it has substantially no modern equipment. There is a grave 
question as to whether the army could stop an invasion of the Pyrenees 
for 2 weeks. The Navy has a nucleus of a few ships. The army is 
badly paid; officers take other jobs in order to live. 
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SPANISH ATR FORCE 


Senator Witry. Can we hear about the air force? How is the 
Spaniard as a flyer ¢ 

| Deleted. | 

Ambassador Grirris. Colonel Towner, what about the potentiali 
ties of the Spanish Air Force ¢ 

Colonel Towner. They have about 35,000 in the air force now. 
About 2.600 are flying personnel. They apparently gave a 
count of themselves during the winter campaign in Russia when a 
group of Spanish Air Force accompanied the Blue Division on that 
front. Most of the higher officers had experience in the Spanish 

Civil War. At the present time they are far a trained by ow 
Se tsede | ut this is large ly due to lack of equipme? and fuel. They 
have about 600 well-trained “sa according to aes standards 
and about 200 more who could be brought up to tevaining. In an emer- 
gency, the Spanish Air Force could give 100,000 personnel, of which 
10,000 would be flying personnel. 

Senator Winey. What would be the cost of maintaining one man 
(in our money) for 1 year in the Spanish air and ground forces / 

oe Towner. I am sorry that I cannot give you an exact 6 se 
on that, but only a comparative figure. If one of our men needs : 
outlay of $10,000, a Spaniard would require about a fifth of that. 

Mr. Suter. A Spanish private gets about $5 a vear, a colonel about 
$100 a month. They could put a half a million men in the field in 
less than a year. The Spanish are fairly well equipped with small 


vood 


arms and light artillery. They have no heavy artillery, insufficient 
anti: tireraft, and no modern tanks. 

| Deleted. | 

Mr. SiHPr. They have one armored division. The Spanish are 
very short on motorized equipment. Thev manufacture only a tew 
trucks in Barcalona; they make no light vehicles or tanks. 


| Deleted. | 


SPANISH PRO-AXIS FEELING, WORLD WAR II 


Senator McManon. Didn't Franco help the Nazis and Fase1 
the last war’ Many people felt that he was working close! 
Mussolina and Hitler. 

Ambassador GRIFFIS. There's ho question about the very pro AXIs 
feeling of Spain during the last war. In their defense, you cannot 
escape the fact that he did not permit Hitler to come through Spain 
and take Gibraltar. [| Deleted. | 


SPANISHD ROADS 


Ambassador GRIFFIS. Here’s another story : A Frenchman asked a 
Spaniard: 

“How much time do you think it would take the Russians to arrive 
at the Rhine?” 

“Six days.” 

“And at the Pyrenees /” 

“SIX days.” 

“And at Gibraltar?” 
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“Six weeks.” 
“And why the difference?” 
“Because of the roads.” 


| Deleted. | 
PUBLICITY ON CONGRESSIONAL MISSION 


Senator Gitterre. Has there been any publicity in connection with 
the visit of this congressional mission ? 

Ambassador Grirris. There certainly has been. Your biographies 
have appeared in every Spanish paper. 

Senator Wirry. All that history 4 

Senator Giuuterre. I suppose it was done under the authority of 
Franco. 

Ambassador Grirrts. Oh, yes. You are not a military group. 

Senator Giuterre.+Has he shown any interest in the purpose of our 
mission ¢ 

Ambassador Grirris. I’ve heard from them every hour on the hour. 
I said you were here to study the effect of Export-Import Bank loans 
to Spain. [ Deleted. ] 


FINANCIAL POSITION OF SPANISH GOVERN MENT 


Senator Gitterrr. What you said about the financial position of 
the Government here is encouraging. Do you think it could bear and 
support an expanded revenue-raising campaign to pay back a loan, 
or to support a military expansion ‘ 

Ambassador Grirris. That’s a difficult question, sir. The Span- 
iards have the record of never borrowing unless they can repay. 
Whether Spain, an agricultural nation, with exports of things like 
almonds, olives, minerals, and so ene can pay back immediately, I 
can’t say. This year’s crop of wheat, grain, and fruit will be the best 
since the Civil War. For once, this year Spain may become self- 
supporting in food. Dan? 

Mr. Brappock. There’s a good chance of that, sit 

| Deleted. | 


AVERAGE CALORIC INTAKE 


Senator McManon. What would you say was the daily average 
caloric intake? 

Ambassador Grirris. U'll say about 1,400, but there are no statis- 
tics. In the United States, we have statistics for everything—not 
in Argentina, not here. 

Mr. McF aux. The Greek Nation’s caloric intake was about 1,200 for 
a long time. 

Senator Hicken.Loorer. That of the Germans in East Germany 
was 1,200 last winter. 


| Deleted. ] 
SPANISH NAVY 
Mr. Oswaup. The Spanish Navy has not concentrated on new 


ships; it’s a small navy but good in its way. It lacks modern equip- 
ment; it has few radars, no sonar. However, they have manpower, 
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cement, and rocks, and have used them to advantage. They've built 
bases and underground storages and as in the case of the air force, 
devoted their energy to the construction of bases. 

Senator Gitterre. Do they have any fuel storage? 

Mr. Oswatp. Yes, indeed. In the Balearics, and so forth, and many 
underground. 

Senator Green. They build factories on the same principle—hop- 
ing to have something to put into them. 

Ambassador Grirris. Let me stress that those were national fac- 
tories, not private. 


UNITED STATES INFORMATION SERVICE IN SPAIN 


About the work of the United States Information Service in Spain: 
There is no country I know of as lacking in knowledge of the out- 
side world as Spain. Only one Cabinet Minister (Air) has been to 
America. 

| Deleted. | 

There is tremendous need for an information service. We are 
working hard but it is a long, slow, job and no country needs it more 
than we need it here. 

Senator Green. With Government control of the press and radio, 
do we reach the Spaniard ¢ 

Mr. Fisner. Our little magazine, Noticias Graficas, has a 16,000 
circulation every day. 

Senator Green. Is there any danger that the Government will sup- 
press it? 

Ambassador Grirris. If they did, I wouldn’t stay. 

Senator Green. Mr. Ambassador, I admit that is an awful threat. 


| Laugh. | 


SPANISH INTERIOR SITUATION 


in the way of agricultural schools, extension services, and so forth to 
work with the farmers and small landholders to put into effect better 
agricultural methods in Spain ? 

Ambassador Grirris. Our agricultural attaché can answer that. 
Please call Mr. Stugard. 

Mr. Fisuer. One of the greatest enthusiasms, apart from the Agri- 
cultural Department, is in the Ministry of Education, which is at- 
tempting to shift secondary education to an agricultural and trade 
basis. There is an extensive program to set up agricultural high 
schools in the country. 

Senator HickenvLoorer. What about a reforestation program ¢ 

Mr. Anperson. There’s quite a bit. Franco is personally interested 
and proud of what has been done. He has remarked about it to a 
number of American visitors. 

Senator Smrrn. Is there any potential hydroelectric power not yet 
developed ? 

Ambassador Grirris. A tremendous amount, but they need money 
appropriations. 

Mr. Brappock. Fully four-fifths of the existing power plants are 
private. 


Senator HickennLoorrr. What kind of situation is there in Spain 
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Senator Smiru. There would appear to be a great potentiality, as 
an offset to the coal shortage. 

Ambassador Grirris. All Spanish industries are adapted for 
British coal. Britain can no longer supply them so they are shut 
down. They haven't the money to switch over to low-grade coal. 

Senator Brewster. At Bilbao is there enough rubber? What is the 
situation regarding American investments ¢ 

Ambassador Grirris. Here is a country devoting 50 or 60 percent of 
its dollars to petroleum products, with some dollars left for wheat, 
and so forth. The American companies are discouraged. They can’t 
get their money out. They pour in dollars and get pesetas. There 
have been no motion pictures for 6 months, but we hope to work that 
out. They can put their money in hotels and things like that. The 
position of the American companies is disastrous. The Spanish law 
says a foreign corporation or individual can only own 25 percent of 
a Spanish company. We are trying to have that changed. Part of 
any agreements would be that that law be changed; that American 
companies have a Chinaman’s chance. 

Senator Gitterre. Who has the final verdict on legislative action ? 

| Deleted. | 


(Here Mr. Stugard entered.) 
SPANISH AGRICULTURAL STATUS 


Ambassador Grirris. Mr. Stugard, what is Spain doing to develop 
agricultural education 4 

Senator Hickenvoorer. How much would they carry on and how 
much would we have to carry on ? 

Mr. Srvuearp. They have quite a technical staff here but as far as 
practical application is concerned, it’s almost nil. It’s almost all 
laboratory work. 

Senator HickenvLoorer. Are there no training or experimentation 
groups in the agricultural sections of Spain ? 

Mr. Srucarp. They have a nucleus, but it is not strong. There is 
. jefatura in each province but mostly to gather information. Some 
experimental work is going on in certain sections. 

Senator HicKENLoorer. How extensive is it ¢ 

Mr. Srucarp. It’s very small. In Valencia, some in the orange 
groves, only two technicians. 

Senator Hickenvoorer. Under point 4, the burden of the applica- 
tion these methods would be almost entire sly our responsibility, would 
it not ? 

Mr. Srucarp. Yes. 

Senator McManon. Are the landholdings large or small ? 

Mr. Srucarp. In the northern part one would find mostly small 
landholders. The majority of large landholders here are in the south. 
Along the coastal areas one finds small holdings. 

Senator Gitterre. Is the land worked under lease from large land- 
holders or by contract labor working for the landholders ? 

Mr. Srucarp. They work on shares a great deal here. But most 
comes under the supervision of the owners themselves. 
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Senator McManon. As for tillable acreage, what proportion is 
owned by people who own 5 acres, 10 acres, or owned in great plots 
and farmed on shares? 

Mr. Srucarp. Many sections are divided into very small plots of 
very few acres, which hardly afford a living for the family. In the 
area around Castellon de la Plana the farms are very small, some 
as small as a fifth of an acre. All are irrigated. One man I know 
owns 200 acres. Some have 300 or 400 acres, but this is not average. 

Senator McManon. What about the rest of the country / 

Mr. STUGARD. In the area south of Se ville | know a man who owns 
10,000 acres of wheat. The other day I talked with a man who has 
10,000 acres. He has quite a bit under irrigation and wants to im 
prove his land by tractors, et cetera. 

Senator Gitterre. Are the small plots held in ownership by small 
operators or large / 

Mr. STUGARD. They are owned by the tenants themselves, the small 
plots 

Senator Gitierre. I suppose the system of land tenure differs in 
eee ‘nt parts of Spain. 

enator SpARKMAN. What grows mostly on the small plots / 

Mr. SruGcarp. It varies: in the Valencia re MrION, for exam p yle. mostly 
oranges, 

Senator GREEN. Would the clivision of large estates make any appeal 
to the peasants W ho now work on them / 

Mr. STUGARD. There is now a program fone on where vu » Gov 
ernment expropra ites large estates, irrigates them, divides m, and 
then sells them back tothe peop le. over a long pel iod of t 

Senator Green. Is there much of that / 

Mr. SruGarp. Quite a bit; ves. 

Senator McManon. How much do tl eV get out of the ol il crop 
for export! 

Mr. Srucarp. It amounted to 35.000 metric tons last vear. 

Senator Green. Mr. Ambassador, it’s time to conclude the program. 

Ambassador Grirris. The Spaniard doesn’t get any good olive oil. 
The good oil goes to the United States. The Spaniards buy soy oil 
and peanut oil and mix it with olive oil and that is what you are going 
to vet at the Palace (Hotel). Please don’t drink any Madrid water, 
and don’t eat raw vegetables that have not been cooked. You are 
lucky if vou haven't Madrid tummy already. 

(Cone luding remarks not noted. ) 
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SATURDAY, JULY 14, 1951, 5 P. M. 


SURCOMMITTEE OF THE COMMITTEE ON 
Foreign RELATIONS ON Untrep Srares 
Economic AND Minuitary Assistance To Free Evrope. 
Residence of Ambassador Pe urifoy, Athens. Greece 

Members of the subcommittee present at the hearing were: Senators 
Theodore Francis Green (chairman), Senators McMahon, Sparkman, 
Gillette, Wiley, Smith of New Jersey, Hickenlooper, and Brewster. 

Also present at the meet ing were: Francis O. Wileox, chief of staff, 
and Carl Marcy, staff associate, Senate Foreign Relations Committee; 
Assistant Secretary of State Jack McFall, Horace Smith, State De- 
partment Senate liaison officer; Col. Wade M. Fleisher, Defense De- 
partment escort officer; Mr. Nathaniel H. Goodrich, assistant general 
counsel, Department of Defense, and Col. Lyal C. Matheny, United 
States Army liaison officer, SHAPE. 


PRESENTATION BY COUNTRY TEAM: GREECE 


STATEMENT BY HON. JOHN E. PEURIFOY, UNITED STATES 
AMBASSADOR TO GREECE 


Ambassador Prurtroy. Someone once said, gentlemen, that the 
Greeks will die for their country but they will not live for it. Duri ing 
my 10 months here I certainly believe that statement, as far as the 
politic ‘al situation is concerned. Since September 1950, Greece has had 
au minority government. The Parliament has 250 members. There are 
¥1 parties represented in the Parliament. Ejight or nine parties consist 
of only one man who is head of that party. ' 

Shortly after I arrived, a coalition government consisting of three 
parties was set up. Now the government consists of one party, the 
Liberals, headed by Mr. Ve nizelos. 

Senator Smiru. Is he the son of the Venizelos we know of ? 

Ambassador Pecriroy. Yes. He has made many difficult decisions 
in the past 7 months, difficult because he is a minority leader. 

| Deleted. | 

There is Ba ‘side of the picture. You have here a real spirit, 
a morale, a determination to resist aggression. You have a people who 
are grateful for what we have given them, not the kind of friend to 
whom you loan $10 and then lose his friendship. 

| Deleted. | 

The Greek armed forces consist of 11 army divisions, a small air 
force and a small navy. They are tough, well trained, and rugged. 
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I might just make a couple of general observations. First, I would 
like to say that ECA, the military mission, and the Embassy in Athens 
work asateam. ‘There has never been any policy question that Mr. 
Lapham and I are not able to resolve or settle here on the spot. This 
applies also to General Frederick and to his predecessor, General 
Jenkins. 

ECA IN GREECE 


I think ECA has done a very good job here, particularly in the field 
of agriculture. Imecreased production of cotton, wheat, and rice are 
outstanding examples. This is a very poor nation, with a population 
of about 7144 million people. One of the simplest ways to explain 
the economic problem is that Greece needs $400 million a year for 
imports and she has about $100 million a year in exports. This rep- 
resents a difference of about 4 to 1. | Deleted. ] 

Senator Brewster. How did Greece live before the war? We can’t 
go on indefinitely. 


PERMANENCY OF FINANCIAL AID TO GREECE 


Ambassador Peurtroy. We tell the Greeks in every public statement 
that the aid is going to draw to an end. In one respect, the Greeks 
are different from other countries, in that they had a war in their 
country the first 2 years of the Marshall plan. 

Senator Brewster. I’m questioning the permanency of this financial 
aid to Greece. 

Ambassador Peurtroy. Much of the aid we have put in here has 
gone into reconstruction of roads, port facilities, fertilizer and cement 
factories, ete. | Deleted. | 


GREEK GOVERNMENTAL APPOINTEES 


Senator Green. Are the ministers chosen by the King? 

Ambassador Peurtroy. By the Prime Minister. He transmits their 
names to the King for approval. 

Senator Green. Who appoints the Prime Minister / 

Ambassador Pruriroy. The King normally gives the mandate to 
form a government to the leader of the party who has the largest 
number of deputies in Parliament. 

Senator Smirn. Is the Parliament modeled on the British system ¢ 

Ambassador Prevriroy. Yes. 

Senator GreeN. Does any issue in this pending crisis tend to affect 
the international relations of Greece, Mr. Ambassador ? 

Ambassador Peurtroy., No, sir. It is purely domestic. I think - 
is important to point out two other points. I remember last fall, 
believe it was, when the Department inquired which Psat a 
would support branding China an aggressor. Little Greece was 
the first nation to do so, when some of the other allies hesitated. 
Just the other day, before the armistice negotiations commenced, 
Greece offered to double her troops in Korea. This, I think, is on 
her side. 

Senator Smrru. I was here 4 years ago and met a number of the 
leaders. I have not followed the changes, but I wondered if any of 
the people in command then are here now ¢ 
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Mr. MINER. You probably saw Tsaldaris and Sophoulis. 

Senator Smirn. Yes, 1] met Tsaldaris. Where is he now / 

Ambassador Peurtroy. Tsaldaris was a member of a three-party 
government shortly after I arrived. When his son was accused of 
graft, the Greeks blamed the father. His party then split up and 
about 26 of his deputies went under another leader. Now Mr. Tsaldaris 
is gaining strength again. 

Senator Smiru. Where was Venizelos at that time/ 

Mr. Miner. Venizelos was in various cabinets from 1947 to 1950, 


EFFECT OF UNITED STATES AID IN GREECI 


Senator Hickenvoorer. How much money have we put into Greece 
since the war? 1 seem to have seen it in one of these circulars. It 
seemed to be $2 billion. 

Ambassador Peurtroy. That is right, | Deleted. | We have recon 
structed a nation. 

Senator Hicxkenvoorrer. Is there any possible chance that Greece 
will be self-supporting, except Ol a purely existence basis / 

Ambassador Prevriroy. Yes. 

Senator hiuickenLooprr. The question is, is our task endless? We 
have just come from Spain, which can become not only self-support 
ing but within a few years has a good prospect of becoming prosperous 
and we havent put anything in that country. 

Ambassador Pevriroy, I cannot be that optimistic here. 

Senator Hickent orer. We have given nothing to Spain, yet we 
have pul s2.6 billion into Greece, this little corner of the vlobe. I 
recognize its strategic Importance in the Mediterranean, but of course 
Spain also has strength. Iam trying to rationalize, not emotionalize, 
the approach. It does not rationalize very well. 

Ambassador Peurtroy. Mr. Maynard might have some views on 
long-range progress in Greece. Certain things we have done. ECA 
has made ereat strides here in agriculture. For the first time in ‘ho 
history of Greece they have enough rice and enough cotton for their 
owl needs. 

Senator Hickentoorer. I think that is progress. 

Senator Smirn. Has the United States directed these activities ¢ 

Ambassador Peurtroy. Yes, ECA did. 

Senator Smiru. Does Greece export dates ? 

Mr. Maynarp. No. 


GREEK TAXATION 


Senator Brewster. Have they taken any measures to try and reach 
the people by taxation ¢ 

Ambassador Peurtroy. Venizelos has strengthened the tax laws and 
collected more taxes. He even has agents following the people to 
night clubs and then following them home, where they slip them a 
tax bill. 


GREEK SHIPPING INTERESTS 


Senator Brewster. How about shipping / 
Ambassador Peuriroy. That would be one of the great sources of 
revenue for Greece. It formerly was. Greece was once a 


Great miarl- 


_— 
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time nation. A lot of people have put their ships under Panamanian 
and Honduran flags to avoid paying taxes. When I came back frum 
home, I raised the question with Venizelos and I asked him if he could 
do something to get ships back under the Greek flag. One of the ob- 
stacles is that the Greek Government always wants to apply retroactive 
taxes for the last 5 years and, therefore, the shipowners don’t want to 
come back. We are looking for some method of reducing the retroac 
tive taxes, at least in part. 

Senator HickenLoorper. How many shipowners register vessels 
under foreign flags? 

Mr. Maynarp. It is not a very large number. It is very hard to 
trace, but most of the ownership is not under Greek flags and only in 
that sense is the Greek fleet probably the third largest in the world. 
That, of course, does not mean ships under Greek flags, but ships con- 
trolled by Greek interests, 

Senator McManon. Do they have Greek crews ? 

Mr. Maynarp. Most ships have Greek crews. One of the difficulties 
of returning them to the Greek flag is that the Greek seamen’s laws. 
strangely enough, are very strict, much stricter than those of other 
countries such as Panama and Honduras. Thus, operating under a 
Greek flag is more expensive. Actually ECA has been fairly successful 
in collecting back taxes in the last 2 or 3 years. We finally collected 
$10 million for 1947 and 1948, and 1949 is now being assessed. As the 
ambassador said, the Government is at the moment trying to work out 
a scheme to bring the ships back under a fair taxation system. This 
is one of the several fields where we can be fairly optimistic. 

Senator Brewster. Is it a very lucrative business ? 

Mr. Maynarp. The fact is that we have just had a request from the 
Greeks to buy four more ships from the United States, but as you 
of course know, about a year and a half ago they had a bad 6 months. 
The last year has been extremely good. 


DOES UNITED STATES ASSISTANCE REACH THE GREEK PEOPLE 


Senator Green. Is there any question about our aid getting to the 
people it is intended to help? When I was here 2 years ago we con 
cluded that a good deal disappeared on the way and never reached the 
people. I wondered what the situation is now / 

Ambassador Peurtroy. I remember that some goods were brought in 
and put in warehouses and did not reach the people. 

Senator HickENLooper. Those were UNRRA goods, werent the ys 

Ambassador Peurtroy. Yes, most were, I believe. I was here 2 years 
ago with the same group. We saw large stocks of UNRRA goods un 
used and sitting on the docks. 

Senator GREEN. I believe $75 million worth. Where are those goods 
now ¢ 

Ambassador Peurtroy. They have been put into the economy of the 
country. Even last fall we found certain warehouses full of supplies 
and machine tools. I had General Jenkins go in and make an in 
ventory. We took it to the Government with the question, why are 
you ordering more? We eliminated those things from the import 
licenses, 
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Senator Brewster. What is the situation on inflation ? 
Ambassador Prurtroy. The cost of living has been going up too 
much. We are trying to put in a rationing plan for olive oil, bread, 
and five or six other items that are basic to the cost of living here in 
Greece. 
GREEK FISCAL SYSTEM 


Senator HickeNn Loorer. Have we done anything about the govern- 
mental accounting and fiscal system ? 

Ambassador Prurtroy. Yes, sir. Mr. Maynard can tell you about 
that. 

Mr. Maynarp. ECA has been working to get a single unified bud- 
get. It was achieved last year for the first time. This is the end of 
the first fiscal year with one central budget. And it was a very real 
achievement. At the same time they drove forward on ciger ae 
tions. Where we have tax rates, everyone agrees the rates are high 
enough. Itisa age of collection. We have collected gies lably 
more than last year. Another way ECA is attacking accounting prob- 
lems is to sliiaicints third-party taxes and bring them into a more 
unified tax structure. For instance, in taking something off a ship in 
addition to the duty eight or nine taxes are added: taxes for war 
orphans, school children of Pirasus, library of Piraeus, and so forth. 
Innumerable small taxes are levied in Greece. The Mission has been 
able to press the point with the finance minister and any number— 
perhaps half—have been eliminated within the last year. 

Senator Brewster. What is the tax on corporations / 

Mr. Maynarp. Forty-four or forty-five percent. 


POPULARITY OF PRESENT GREEK GOVERNMENT 


Senator Green. Is the present government popular or unpopular ¢ 

Ambassador Pruriroy. The present government consists of only 61 
members of a Parliament of 250. The government has been fairly 
popular, I think, until recently when they have had to make some very 
tough decisions. For instance, there is a civil servant strike going on 
now. Whenever the civil servants went out on strike in the past, they 
have been paid while striking. A delegation of the civil servants 
immediately called on me and | ee l them that at home by civil serv- 
ants we mean servants. We are servants of the Government. We do 
not have the right to strike. | Deleted.| Their demands are for a 50 
recent increase across the board. ‘Today, I think, two groups went 
back to work. Venizelos is standing very firm, and, I believe and 
hope that by Monday they will come back to work. 

Senator McManon. How many are involved ? 

Ambassador Preurtroy. There are about 67,000 civil servants in 
Greece. Another thing, we think there are at least 10 percent too 
many. Most of the civil servants are in Athens. 


GREEK ATTITUDE TOWARD NATO 


One other thing I would like to stress, perhaps the most important 
of all as far as the Greeks are concerned. The Greeks want some sort 
of security commitment for their nation. Both the Greeks and the 
Turks want to get into NATO. | Deleted. | 
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Senator Brewsrer. Does Britain have an agreement with Turkey ? 

Ambassador Peurtroy. Yes, sir; dating from 1939. | Deleted. | 

Senator Smirn. Let me ask another question. Do you think that 
Tito’s going against Moscow had a lot to do with Greece's getting this 
situation cleared up? When I was here 4 years ago the situation was 
desperate. 

Ambassador Pruriroy. Yes. If the Cominform completely con- 
trolled Yugoslavia, there would still be a very nasty situation in 
Greece. 

Senator Green. Is the King popular? 

Ambassador Prurtroy. Yes. | Deleted. | 

On the whole I would say both the King and Queen are popular here. 

Senator Green. No party could make a popular appeal for a 
change ¢ 

Ambassador Pevurrroy. No,sir. Nothing like that. 


GREEK PRODUCTION 


Senator McManon. Why did you say to Senator Hickenlooper that 
Greece will need more aid ¢ 

Ambassador Pruriroy. I am hoping that with certain fertilizer 
plants and cement factories, and with the development of bauxite, 
chrome, and manganese, that Greece perhaps can get on her feet. 

Senator McManon. Are these pianis li operation at all today ¢ 

Ambassador Peurrroy. Yes, some are. 

Senator McManon. Who are running those companies 4 

Ambassador Pevriroy. They are privately owned by Greeks. Per- 
haps Mr. Maynard could add something here. 

Mr. Maynarp. Basically Greeks. There is one French group, and 
I think there is one small Scandinavian mine, but the very great 
majority are owned by Greeks. 

Ambassador Prurtroy. All production is controlled by the Greek 
Government and the production goes where we want it to go. 


GREEK POLITICAL PRISONERS 


Senator Green. Are there many political prisoners? And are they 
continuing to send them to prison 4 

Ambassador Peurtroy. No, not now. 

Senator Hickentoorer. What is the nature of these prisoners? 

Ambassador Peurtroy. I think Mr. Miner could tell you better than 
I. There are some guerrillas and some Communist organizers. 

Mr. Miner. More than half of the prisoners are people who are 
members of illegal organizations. Most of the guerrillas have been 
sent home, of course. A great many went abroad when the fighting 
was over. Most of those in prison now are there for leftist affiliations, 
collecting money for guerrillas, trying to organize the Communist 
Party, and propaganda. 

Senator Brewster. Have they stopped shooting them now ¢ 

Mr. Miner. Yes: there have been very few executions since 1949. 

Senator GReEN. How long are the sentences? 

Mr. Miner. Anywhere from 5 years to life imprisonment. But 
since the end of the war there have been two laws attempting to reduce 
sentences, allowing for judicial review of the cases in order to bring 
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about decongestion of prisons and to allow people who are safe to 
go home, and to reduce the very heavy sentences that used to be given. 
‘There are several thousands in prison for their activities in the Decem- 
ber 1944 revolution, when the Communists in open warfare tried to 
take Athens after its liberation. | Deleted. | 

Senator Giiterre. Were they tried mostly 1 Vv military courts / 

Mr. Miner. Yes, by court martial. 

Senator McManon. Have any more ot the Greek children returned 
from Yugoslavia ? 

Mr. Miner. Three batches. Less than 500, 1 believe. | Deleted, 

An arrangement has been worked out with Yugoslavia whereby 
the Yugoslavs have agreed to return the children if the Greek parents 
ean identify them. 


PRESENT COMMUNIST ACTIVITY IN GREECI 


Senator GiLLeiTe. Is there anv Communist activity and infiltration 


now ¢ 


Mr. Miner. Very few bands come over the frontier. General Fred 
erick will give you details. In general, the Communists are not now 
engaged in armed activities, but rather in political propaganda, setting 
up centers, trying to restore organizations that have been pretty 
thoroughly smashed. The Communist Party was outlawed 4 years 
ago and has never been relegalized. Any activity is clandestine. The 
Communists have tried to put out newspapers in Athens for some 
time, usually one sheet, which is given away, but they haven't been 
able to do even that for the last 4 months. 

Senator Giuterre. Is there any considerable Communist move 
ment behind this strike ¢ 

Mr. Miners. I do not think there is in this strike. That is not to 
say that all Communists are dead, but their organization has been 
pretty thoroughly broken up. For example, UN observers say 
that bands coming across the border now have a difficult time be- 
cause there are no links and they have trouble even in getting food. 
1 must say that where you have a low standard of living there is alw: Lys 
a possibility of communism, but the Greeks know better than anybody 
in Europe what communism really is because they have had to go 
through it and they had a taste from 1943 to 1944 of communism 
control in the villages. Communists ran the show then and the Greeks 
know what it is like. They have no illusions on the subject. | Delet- 
ec. | 


GREEK ARMED FORCES 


Senator Gitterre. Comparing the Greek armed forces to the popu 
lation it would mean in the United States, on a comparative basis, a 
force of close to 7 million men, which is a high portion of the popula- 
tion. 

Ambassador Pruriroy. It is, sir. It is far out of proportion to 
what this country should maintain. Under normal conditions there 
probably should be 40,000 to 60,000 men. 

Senator Gitterre. That force, augmented by 67.000 civil servants, 
isa severe load for the people of this country to carry. 
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Ambassador Prurtrroy. Yes, sir. I did mention that the cost of a 
Greek soldier is 92 cents a day. Even that is a tremendous load. 

Mr. Bryan. Fifty percent of the Greek revenue is devoted to the 
military forces of Greece. That is a terrific load. 


GREEK BALANCE OF TRADE 


Senator Giuttetre. I should like to ask one more question. You 
spoke of the relations of imports to exports and the balance of trade 
being substantially against Greece on the basis of about 4 to 1. Is 
there anything that occurs to you that gives you reason for optimism 
that the gap could be closed by either the limitation of imports or by 
the development of exports? You spoke of production in bauxite 
and fertilizer, and these seem to be directed toward furnishing their 
needs. Is there any possibility of increasing exports? 

Ambassador Preuriroy. [ think there is a probability of increasing 
them some. ‘Tobacco is their biggest export. Before the war they 
sold most tof their tobacco to central Europe. That market is closed 
now. We have always bought some tobacco from Greece, but a very 
small amount. Tobacco is one of the ways of closing the gap if she 
could sell it. Another way would be to develop Greek industry. 
The other day they sold Turkey 100,000 tons of cement. It is the 
tirst time they have ever sold cement and it is an improvement. I 
think we can make steps toward closing that gap; and, of course, 
reduce the tremendous burden on the Government. 

Senator Gitterre. How is the balance of trade being made up 
now! By ECA? 

Ambassador Prurtroy. Yes. 

Mr. Maynarp. Before the war no such gap as 4 to 1 existed; it was 
much smaller. Part of the 4-to-1 gap is for capital equipment, a one- 
time import. In 1952-53 it should come down to between two and 
three to one. On the other hand, there are certain types of exports 
such as tourism which ought to be built up much more. Emigrants’ 
remittances have always been appreciable. Before the war the gap 
in the balance of payments was only a fraction of what it is today. 
The fraction was made up by borrowing a small amount, perhaps 
25 to 50 million a year. We hope that we will be able to cut down 
capital imports and increase exports such as minerals and tobacco 
and increase tourists expenditures and emigrant remittances. It is a 
very grave picture, but not impossible. 

Senator Gittetre, Thank you. Is there evidence of collusion or 
graft in the collection of taxes ? 

Ambassador Peurrroy. I have no doubt that there is some. 


NEED TO BALANCE UNITED STATES BUDGET 


Deletext. 


enator Wibey. I think the American people are particularly in- 
terested in seeing that we try to see that every dollar invested gets its 
value inreturn. I think you can expect a cut. We talk of $8,500,000,000, 
Men in the Senate were seriously talking about cutting this amount. 
When we get over here and see 10,000 units of the currenc y worth only 


66 cents, the first problem we have got is to give the benefit of our 
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judgment to what is the least there should be. If we go ahead and 
do not balance our budget and start on the toboggan again. what will 
happen to the currency 4 We must maintain our own economic stability 
and at the same time try to maintain our responsibilitie s on this earth. 
But I do think there is a great deal of waste. That is why I am asking 
you are you supervising the military and is ECA following through to 
see that we are not paying two prices when we should be getting two 
for the price of one ¢ It is easy to shovel out the money. 

This committee will have to think about this. Everybody wants 
all they can get from us, but what are we doing for our own economy ? 
We have to balance our own budget. [ Deleted. | 

Ambassador Peurtroy. I like to use here a phrase “a guided dollar 
police, vy.” Lhavethe respons sibility to guide thos se dollars for the benefit 
of all of us. We have been trying to do it. 

Senator WiLtey. You contend that the Greeks are intensely loyal 
and intensely anticommunistic, and in case of a third war they would 
really fight. 

Ambassador Peurtroy. Yes. Even without us. 


GREEK WILLINGNESS TO FIGH1 


Senator GILLeEITE. You spoke of your confidence that 
would be ready to fight. Is it not a matter of fact that t] 
ready to fight so many years ago and that they evidently 
owh countrymen ¢ 

Mr. Miner. You mean during the guerrilla warfare, o1 
cuerrilla warfare ¢ 

Senator GILLeTTe. Both. 

Mr. Miner. If you want to go into guerrilla warfai 
never exceeded 25,000 men. They never had more men tha: 
ing in the field, and they never commanded the lennles of 3 
hundred thousand people. There was no mass moveme! 
Government except in the Communist imagination. About 60 
of the guerrillas were forced to fight at the point of a gun. The: 
not find guerrillas they could trust to fight on their own side. 
is why they violated one of the cardinal precepts of gu | 
fare. that is, never to fight a set battle against a ro 
not think theer is any fifth column in Greece of : CO 

Senator GILLETTE. Then you would not antic a ite ani 
clisatfection / 


Mr. Miner. No, su 
GREEK APPRECIATION 


Senator WILEY. It is your theory that these people are fairly ap- 
preciative and they don’t think of us as a bunch of suckers / 

Ambassador Preurtroy. I think they are appreciative. I do not 
think they think of us as suckers, that is, the majority of Greeks. Last 
year we cut ECA aid to Greece because the Greeks were not cooperat- 
ing in the passing of some necessary legislation. The reaction of some 
Greeks was, Who are you to cut our money? They think it is their 
money. But that does not represent the majority opinion of this coun- 
try. I can assure you. 
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Senator HickeNnLoorer. They expect it as a matter of right all over 
the world. 

Senator Smirm Is there much pressure here to get into NATO? 

Ambassador Pucrtroy. Yes, Greece would get more security than 
from dependence on the UN. 

Senator Hickenvcorer. We have put 2 billion in Greece and ignore 
Senay i can’t see the balance. ‘Two billion in economic aid, six 

hundred million in military, and we have comparatively neglected 
Turke ‘vy. T guess for $100 million we get results. But to put $2 billion 
in economic aid down in this peninsula, and to do nothing in the 
other end of the Mediterranean, just does not make sense. 

Senator Green. Think how Greece had been devastated during the 
war, 

Senator Hickentoorer., Other places were devastated too. 

Senator Green. They got help, but I agree with you, sir. 

Senator Wier. It has been rumored in Washington that for some 
time the Communists have been building up strength in satellite states. 
Does any intelligence come to you which leads you to believe that is 
true ¢ 

Ambassador Peurtroy. Yes. There is certain evidence that that is 
true to the north of Greece. 

Senator Wirey. I move we all adjourn. 
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SUNDAY, JULY 15, 1951, 12 NOON 


SUBCOMMITTEE OF THE COMMITTEE ON FOREIGN 
Revations on Unirep Stares Economic anp 
Minirary Assistance TO Free Evropr, 
Athens, Greee 

Members of the subcommittee present at the hearing were Senator 
Theodore Francis Green (chairman), and Senators McMahon, Spark 
man, Gillette, Wiley, Smith of New Jersey, Hickenlooper, 
ster. 

Also present at the meeting were Francis O. Wilcox, chief of staff, 
and Carl Marcy, staff associate, Senate Foreign Relations Committee; 
Assistant Secretary of State Jack McFall, Col. Wade M. Fleischer, 
Defense Department escort officer, and Mr. Nathaniel H. Goodrich, 
assistant general counsel, Department of Defense: and Col. Lyal C. 
Metheny, United States Army liaison officer, SHAPE. 


and Brew- 


CONTINUATION OF COUNTRY-TEAJ 
PRESENTATION: GREECE 


STATEMENT BY RODGER D. LAPHAM, CHIEF, ECONOMIC 
COOPERATION ADMINISTRATION 


Mr. Larnam (few words of introduction). One reason why I came 
to Greece was that I] knew Ambassador Peurifoy. I realized from 
my experience in China the importance of workin” closely with the 
diplomatic missions. I have been here 8 months. We have 
good working American team. We are in constant touch 
Embassy and the Military Mission. We confer at all le ve Is constantly 
and present a united front when we deal wi our Greek friends. I 
will ask Mr. Jenkins to give you a brief summary. Then we will get 
down to brass tacks and open the meeting to questions and answers. 

Mr. Jenkins. [ will be brief. 

First of all, Greece is a small country. From Corfu on the west to 
the Turkish border is 325 miles. It is 1 hour and 5 minutes flying 
time from Salonika to Athens | gave other examples of the size of the 
country]. Thisisarelief map. The brown area is mountainous. The 
arable land is 25 percent or 8,000,000 acres by generous estimate. The 
population is 7,600,000, The people are 75 percent farmers, if you 
include food processors. The average farm is very small—about 8 


acres, on which a man and wife support themselves and their four 
children. 
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DEVASTATION AFTER INVASIONS OF GREECE 


I don’t think you can evaluate the mission here without historical 
perspective. In the 10 years preceding 1949, Greece went through the 
Italian invasion, the German invasion and occupation, the civil dis- 
orders of 1944-45, an uneasy period flaming into guerrilla warfare 
which ended with victory in the Grommos Mountains in September 
1949, less than 2 years ago. Only after that victory, when the last of 
the 25,000 guerrillas were thrown over the borders, did Greece become 
secure and we could travel at will throughout the country. We pre- 
viously traveled by airplane or armed convoy. As you can imagine, 
the difficulty of rcbulidine a country under such conditions was ex- 
treme. Devastation which was wrought within these 10 years was to 
a degree not realized in Americ: In Athens you see little signs of 
that trouble, although you can see gunfire pockmarks on the buildings 
from the period of revolt. In the ‘country, we see hundreds and hun- 
dreds of villages damaged, houses knocked down and burned, tools 
stolen, flocks eaten or stolen, railroads not running. Every bridge and 
tunnel between Athens and the border was blown up by retreating 
Germans: highways were not usable; ports were rubble, as at Piraeus 
and Salonika. Morale was extremely low. It was under these con- 
ditions that the western world finally came to help Greece. First there 
was UNRRA;; that was followed by the Truman mission for 1 year; 
and then the ECA mission on July 1, 1948. 


REBUILDING IN GREECE 


The work of the mission during the first year or two was concen- 
trated on the job of rebuilding fac ilities; re ‘building highways; getting 
railroads operating again; repairing ports and shattered homes. The 
work of rebuilding was made difficult, not only by the war itself but by 
the refugee situation. At the peak there were 7 50,000 refugees in camps 
scattered in security zones in northern Greece which constituted a 
great burden physically and financially on the Greek Government. 
To a considerable extent, that job of rebuilding the broken facilities 
of Greece has been accomplished, and we are well into the second 
phase of our work in Greece, the phase where we are concerned with 
creating various kinds of stability. One way is technological assist- 
ance. A great deal of American funds are invested here, and we are 
genuinely concerned with the ability of the Greeks technologically to 
administer those investments. Greeks are being sent in considerable 
numbers on technical-assistance programs to the States to learn. 


GREEK LABOR UNIONS 


sut we also think of ourselves as teachers. In the field of Govern- 
ment during this second phase, there is much work going along in a 
teaching way to create greater efficiency, to train the ‘Greeks in public 
administration, etc. The number of ministries has been sharply re- 
duced and modern practices introduced. Along the line of stability 
we are greatly cheered by advances in the labor-union movement. 

Senator Wiiry. Is there any evidence of communism in that ? 

Mr. Srracuan. Most of the active Communists took part in the 
guerrilla warfare. They fled over the borders and are behind the iron 
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curtain. The leadership of the labor unions with which we are identi- 
fied is extremely anticommunistic, having had experience. 

Senator Green. You said “with which we are identified:” how are 
we identified ¢ 

Mr. Jenkins. Through our Labor and Manpower Division who 
gives advice to labor unions. 

Mr. Larpnam. Clint Golden came out with the first Mission to Greece 
and Mr. Strachan came with him and has been here since then. Re- 
cently the social welfare activities have also been put under Mr. 
Strachan. 

Senator Green. Is it composed of Americans only, or Americans 
and Greeks ¢ 

Mr. Laruam. In our Mission we have 188 Americans, but we have 
our Greek staff also. 

Mr. Jenkins. Our Labor and Manpower Division acts in the role 
of adviser. 

Senator Witey. A few years back our own labor union movement 
said they didn’t have any Communists, but then they began expelling 
them in large numbers. I am thinking of infiltration and what they 
are going to do in Greece. If we are going to have a third war and 
they are in the unions 

Mr. Srracnan. We are in a little better shape than Italy or France 
where the leadership is in the hands of the Communists. The leader- 
ship of the labor unions here is very anticommunistic. Below this 
there are men who could be swung over if the leadership were com- 
munistic but for the most part the top leadership are men who fled 
from the Communists and are anticommunistic. 

Senator Witey. Are they not a dangerous element if we get into a 
third war? 

Mr. Srracuan. No. My criticism is that they are too far to the 
right—the labor unions are. 


RATIONING AND FOOD CONTROLS 


Mr. Jenkins. I was speaking of the elements of stability we are 
trying to introduce. I would rank high the increasing of decentraliza- 
tion which we see taking place here. It began with the appointment 
of the nonpolitical nomarchs a year ago. We are currently including 
he Greek state budget a large amount of drachmas to get the villages 
villages and towns back in ‘the money-spending business. They pre- 
viously had no funds of their own. We feel it is a wholesome, 
stabilizing tendency. 

Also, in a week or two we are beginning a nation-wide rationing 
program which will ensure low-income groups regular supplies at low 
prices of the basic foods such as olive oil and bread. We aree xpect- 
ing it to reduce hoarding and to bring about a new kind of sense of 
security among the people. It is to create the 3-months reserve of 
that system that the United States has made available $25,000,000 
supply of food in Greece. 

Senator Green. In addition to rationing will there be food controls? 

Mr. Jenkins. There will be very strict controls we hope of all basic 
costs-of-living items; about 20 in number. That committee is being 
set up by law this Tuesday. 
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Senator Witey. How are they going to react to it? 

Mr. Jenkins. The machinery is pretty well oiled because rationing 
is not new to Greece. Some items, such as bread, have been rationed 
fora longtime. The machinery is here. Were you thinking of price 
controls ¢ 

Senator Witry. I am thinking about how the average individual 
reacts toa thing of that kind. 

Mr. Jenkins. We know it is successful. They have been doing it. 

Senator Winey. Is there any black market ? 

Mr. Jenkins. Oh, yes. 

Mr. Larnam. This plan we have been working on has many head- 
aches, but by trial and error we think we will get somewhere. It is 
all part of the anti-inflationary program. It is backed by the Em- 
bassy and the military who want Greece to have stocks of food. 


GREEK PRODUCTIVITY 


Mr. Jenkins. Productivity is a pet word—has been for 2 years. I 
am glad to say that the country is going pretty well—if you want to 
ask questions we have Mr. Mace and Mr. Calvert—— 

Senator Brewster. How close can they come to feeding themselves ? 

Mr. Jenkins. We have some charts which we will show you soon. 
I would like to say this productivity campaign has as two of its im- 
portant items development of lignite deposits in Ptolemais. In two 
more years it should make Greece independent of import of fuel. 
And second is the electrification project which contemplates spanning 
the mainland with interconnected electrical system. 

Senator Green. Where do they get the power 4 

Mr. Jenkins. Power will be developed from a steam electric sta- 
tion here at Aliveri which will use as fuel the lignite at its door and 
there will be hydroelectric stations at Ladhon, Agra, Louros, tying 
into the grid system. I will ask Mr. Keppel to speak a few words. 


ECA PROGRAM IN GREECE 


Senator Smirn. Are you gearing your economic program into the 
military program? Our present policy y isa military-economic hook 
up. 

Mr. Jenkins. That is right, and what we are concerned about is that 
behind the shield of the army there will be developing a sound 
economy, productivity, security, and high morale. 

Mr. Kerren (pointing at charts on wall), What looks like three 
charts is actually one chart. It isa summary of 3 years and 2 months’ 
aid since ECA came to Greece. In this piece here are the imports into 
Greece of ECA financed goods: $748,000,000 worth, of which $500.- 
000,000 worth was direct dollar assistance and the balance came 
through European finance plan. This gray area is consumers. The 
green area is the monument we will leave: capital or productive ma- 
chinery. The gray area is largely food. 

Senator Smiru. Are they all grants and loans? 

Mr. Kepret. Consumers’ goods are all grants. The capital goods, 
some are loans and some are grants. The green circle is broken down 
as follows: this is the dollar reconstruction. Housing was principally 
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loans; transportation and communications—almost all grants. 
dustry is almost all loans. 

Senator GREEN. Who owns the transportation system / 

Mr. Keprev. It is state-owned. 

Senator GreEN. Then they are grants to the Government. 

Mr. Carverr. Road transportation, maritime and coastal shipping. 
air transportation, are private; but the principal railroads are state- 
owned. 

Senator Green. Are they grants to the Government and loans to 
private individuals ? 

Mr. Catvertr. They are loans to private enterprise and grants to 
the state. 

Mr. Kerpret. Repayment will be to the Greek state. Agriculture has 
about a quarter. This is the power plant Mr. Jenkins referred to. 
This is the dollar expenditure, this is the drachma expenditure. We 
have spent very little drachmas yet because we have been buying 
equipment. 

GREEK POWER SYSTEM 


Senator Brewster. Is the power program replacement of destruc- 
tion, or is it expansion ¢ 

Mr. McCavtry. Mostly all expansion. There was no power system 
in Greece until now. 

Senator Brewster. Is it for industrial or domestic use / 

Mr. McCautey. Both. Predominantly in the Athens area it is 
industrial. 

Mr. Carverr. In our estimate on the whole expansion program, it is 
about 60 percent industrial, 40 percent domestic. 

Senator Brewster. Can you industrialize Greece to that extent ? 

Mr. Catvert. It is necessary to industrialize to balance agricultural 
production. 

Senator Brewsrer. How much will we put into this system before 
we get through ¢ 

Mr. McCaurry. Approximately $83,000,000. This includes both 
drachmas and foreign exchange. 

Senator Brewster. How much will be put into agriculture? 

Mr. Jenkins. So much depends on the development of our water- 
pumping plant. 

Senator Brewster. Can you get hydroelectric power? 

Senator Witey. How much can that develop ? 

Mr. McCavurry. Ladhon will develop 50,000 kilowatts. 

Senator Brewster. Is that firm power ? 

Mr. McCavtey. Nearly all is firm power. 

Senator Brewsrer. What is your rainfall ? 

Mr. McCautry. About 15 inches in Athens and 30 inches out 
farther. In the north it is about 24 to 25 inches. This [Ladhon] 
depends on constant flow from this lake [pointing to map]. 

Senator Brewster. Do you have standby power for that ¢ 

Mr. McCautry. Not in the present system. 

Mr. Witey. How much would it cost up there ? 

Mr. McCautrey. Development is just being built. It is not in pro- 
duction yet. 
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Senator Brewster. The Marshall plan theory was sold us on re- 
placeing destruction. Now we have European production up about 
30-40 percent of prewar. Now we are going into modernization, 
development, and so forth. You can’t build an industry unless you 
have stand-by power. Putting $83 million into electrical develop- 
ment here is an item that should be scrutinized carefully. 

Mr. McCautey. This plant at Aliveri is firm. Power comes from 
local fuel. 

Senator GREEN. It is brought a long way. 

Mr. McCautey. No; the lignite is on the site. 

Senator Brewsrer. What will that development cost? What kilo- 
watts? 

Mr. McCautey. I don’t know; don’t have figures at hand. This 
development here |Landhon] is 5,000 kilowatts. [Points to map. | 

Senator Witey. How much are we putting in there / 

Mr. McCavtey. Program is tied in to a total cost of $83,000,000. 

Senator Brewsrer. It is $83,000,000 for the whole thing. Electri- 
fying a place like Greece, which is primarily agricultural, arouses 
a question. 

Mr. McCavtey. I don’t know whether you have seen reports on 
this or not, but we had a complete economic report made in 1948-49. 
This development is from that original survey, but does not include 
all projects in that survey. 

Senator Brewster. How nearly complete is this program ? 

Mr. McCautey. Contracts have been let to Burns and Roe and the 
Foundation Co. for the plant at Aliveri and the plant is under con- 
struction at this time. We expect it to be completed in December 
1952. Contracts have been let on the Ladhon and Agra hydro plants 
to the Edison Co. of Milan, contract for the Louros let to a Greek 
and French company, design and contracts on the transmission sys- 
tem to Merg & McClelland (English) for design and supervision of 
construction. Actual construction will be done by Italian firms. 
Dollar exchange comes under Italian reparations agreement. 

Senator Brewster. When you speak of $83,000,000, does it mean 
all American funds? 

Mr. McCautey. No; that is the total cost, dollars, drachmas, and 
foreign exchange. Possibly $45,000,000 in foreign exchange, rest 
in drachma cost. Approximately 30 million; part of the foreign 
exchange is Italian reparations. We have, of course, the fees for 
over-all supervision by Ebasco and fees for Burns and Roe and 
American equipment. 

Senator SpaRKMAN. What would that total? 

Mr. McCavtey. I think the cost in American funds is probably 
$8 to $10 million. 

Senator Green. Are these grants to the Greek Government ? 

Mr. McCaurry. Yes; a grant to the Greek Government. They set 
up as a public power corporation which is a separate entity set up 
outside the Greek Government itself. The corporation has a board 
of directors with four full-time and three part-time members. It 
will be operated as a public power corporation. 

Senator Smirn. Does the government own all the corporation ? 

Mr. McCautey. Yes. 
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Senator Brewster. Have you estimates of what eventual develop- 
ment will be in terms of revenue, industry, and so forth? What 
Greek people could afford to pay ? 

Mr. McCautey. Yes. It has been hard to get estimates on the 
agricultural side because they have not had power before but if the 
power is cheap enough—— 

Senator Brewster. Do you think it has not been a case of super- 
salesmanship, but that it will pay off ? 

Mr. McCautey. Yes. 

Senator Brewster. I would like to see figures. 

Mr. McCavutey. You will. Figures will be submitted for the 
total cost, both foreign exchange and drachmas, and the original pro- 
posals for rates. 

Mr. Kepren (back at charts). One of the cardinal principles of the 
Marshall plan was that for every dollar’s worth of goods given them, 
the resident government would set up a dollar in their own counter 
part fund for development of the country. This is the total here 
of other European imports. They set up a drachma fund—this 
gray is the 5-percent fund. We set aside 5 percent to pay expenses. 
I think we use between 1 and 2 percent. The red area of the chart 
represents the sterilized counterpart fund to offset the state budget 
deficit. We must freeze both the state deficit and the value of im- 
ported capital goods to hold down money circulation. It is an essen- 
tial anti-inflationary control. By deducting, the green area is what 
is left. Those drachmas are spent to install these imported machines. 
That is at a glance the 3-year operation to date. We began rebuild- 
ing the country with large areas for housing, communications—now 


emphasis will go to industry, agriculture, and power. In the future. 
amuch smaller part of the circle will go to building. 


ASSISTANCE FOR AGRICULTURE 


Senator Witey. What type of assistance are you providing in 
agriculture ¢ 

Mr. Mace. Two kinds. We don’t have too muc! productive land 
to work with, but we feel we should get all of it into production. 
So we spend some money on reclamation and drainage. We add to 
total arable land mostly through drainage. We have high erosion 
problems and much good soil is washed down into marshes at meine 
of the rivers. This land is now producing rice, which will get the 
salt out of the land, and we can add 250,000 acres to a ean basis 
of a little under eight. 

Senator Gitterre. After you have sweetened the land, what do 
you do? 

DRAFT ANIMALS SENT TO GREECE 


Mr. Mace. Plant to general crops. We also replace war losses 
of capital resources—machinery, tools, repair irrigation systems, some 
buildings, work animals, mules, and so forth. 

Senator Wirey. Where do they get the mules? 

Mr. Mace. Missouri, Texas, Kansas, Nebraska. 

Mr. Larnam. One thousand three hundred mules were scheduled to 
arrive on one ship. Some were delivered at Patras and some at Salo- 
nika. In our field service we have our real point 4 men—eight or 
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nine of them. They were working out a plan for distribution with 
help of our other divisions. They checked up on where they were 
needed most. It was all agreed with the Ministry of Agriculture that 
a certain number of mules would be distributed to certain villages. 
| Deleted. | 

Senator Green. Are they given to the farmers ¢ 

Mr. Mace. No. They are sold at a discount and on about 10-year 
terms—gradual repayment. They start to repay in 2 years. 

Senator Green. Do farmers know where they come from ? 

Mr. Mace. Yes: they know. They have United States stamp and 
numbers on them. 

Senator Gitterre. How far will 1,200 mules go? Any other draft 
animals ¢ 

Mr. Mace. Not very far. Total number was 60,000, Also some oxen, 
mules, and mares from Turkey, South Africa, and so forth. 

Senator Gitterre. Were there any water buffalo? 

Mr. Macr. Yes; water buffalo. We have some, and they came 
through the war years in good shape. 

Senator Witry. Any Rhode Island Reds?  [Laughter. | 

Mr. Mace. Yes. 

Mr. Wacker. I never heard them classified as draft animals before. 


NO PAYMENT CANCELLATION PERMITTED FOR MULE DEMISE 


Senator Green. Do these farmers make the repayments to which 
they agree? Do they pay if the mule dies? 

Mr. Mace. If the mules die before the debt is canceled off they pay 
anyway. Senator, if you ever saw destruction you can see it where 
these mules go. There is not a house, not a barn. All the implements 
areburned * * * and wegivethemtimeto repay. Wedon’t think 
it is good business to give them the mules. Ten years on a mule is 
pretty easy terms, or they let him do public work, and we already have 
some of these mules re pi aid for. 

Senator Green. Yes. | Expressed feeling perhaps terms might even 
be more lenient. | 


GREEK BUDGET 


Mr. Larnam. We are interested in the Greek budget. The Greek 
budget this year as a result of what happened in Korea—and the Greek 
military forces had to be increased rather than cut back—we have been 
working with the Minister of Finance, Mr. Mavros, and he is about to 
present his budget to Parliament. I am going to ask Mr. Keppel be- 
cause his division is constantly working with the Ministry of Finance 
to show you what the deficit will be. 

Mr. Kerren (at chart). That purple is the accumulated deficits up 
to June 30, 1951. This is the Greek state budget for coming year. 
On one side we have the expenditures. 

Mr. Larnam. Estimated—— 


MILITARY EXPENDITURES 
Mr. Kerre.. This red part represents the military expenditures. It 


apne nts more than a third of the whole Greek state budget. The 
balance is general government expenditures, payrolls, and. security 
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pensions, and so forth. Against that—customs, tax on cigarettes, in- 
come tax, other state revenue, change in UN balances—is the deficit. 


GREEK REVENUES 


Senator Green. What are the other revenues? 

Mr. Hermansen. There are 51 chapters in the revenue budget. { De- 
leted. | 

That classification of revenues was one we made by picking up pieces 
and putting them together. The other revenues there represent an 
almost limitless variety of third-party charges, fees, rents, bequests, 
and a whole list of miscellaneous items. 

Senator Green. Are they not taxes? 

Mr. Kerre.. Yes—special taxes of one sort or another 

Senator Witey. Do many escape taxation here ? 

Mr. Hermansen. There is quitea bit. One thing we have been work- 
ing to avoid. This spring, after concentri ated efforts of ve: e have 
got a fairly good new income-tax law which has not ei injected a 
good deal of equity by revised means of collection—w hich was ve ry 
complic: ated. It was an outgrowth of the French system where there is 
analytic ‘al taxes on all kinds of income. 

Senator Brewster. I’ve heard about the Greeks abroad. Do you 
tax them? 

Mr. Hermansen. The main tussle we have had with Greeks abroad 
has been the shipowners. The 1948—49 taxes we settled after long 
harangues with shipowners for $10,000,000, The Minister of Finance 
has now gotten the shipowners to agree to pay in this year on the ca : 
endar year. If the profits keep up, they will pay $10,000,000 this ye: 
The shipowne rs’ problem is nasty, as there are many owners outs ide 
the Greek flag. Many ships are being built—they are anxious to 
entice them under the Greek flag. There is in effect now a new tax 
law which will induce them to bring some of these new ships under the 
Greek flag. 

Senator Witry. What about Government overhead? There seems 
to be an undue proportion, 

Mr. Hermansen. 31.6 represents public health, public 
welfare appropriation—land for roads * contribution. for 
local government is in there. Three hundred and twenty billion has 
been budgeted for local government. 

Mr. Kerren. Education is in there also. I should point out this is 
very different from situation at home, where we pay taxes to villages, 
State, and county. 

Senator Green. Are there no other local taxes / 

Mr. Kerren. Practically none. It is almost all in this budget. We 
want to decentralize it as much as possible. We want to move some 
of the central out of Athens. This isthe whole governmental budget— 
the policemen in small villages are paid out of Athens. 

Senator Green. If you have local taxes, perhaps you would have 
problems worse than now. 

Mr. Kerren. Perhaps; but we are all agreed that it is to advantage 
to decentralize. 

Senator Guuterre. We understand there is money coming in from 
Greeks to help their relatives here. Is that taxed ¢ 
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Mr. Kerret. They don’t tax it. Perhaps our first job here is to get 
Greece in balance with the rest of the world. Greeks get it tax- free 
from their relatives. 

Senator Green. We have heard about the Greek shipowners abroad. 
How about the rest. Are they taxed here ‘ 

Mr. Kerren. Not if they are not residents. If they live in Paris, 
for example, their earnings there are not taxed. 

Senator Brewster. I mean Greeks who retain their citizenship in 
Greece. Don’t they pay taxes? 

Mr. Krrret. Only on business they have in Greece. 

Senator Brewsrer. A ship is another thing. 

Mr. Keprew. International, so they present two difficulties—— 


GREEK INCOME TAXES 


Senator Hickenwoorer. I notice you get less revenue from income 
tax than from tobacco. Is that disproportion: ite? Does it mean they 
don’t have much revenue ¢ 

Mr. Kerrei. Yes; very low income. 

Senator HickEN Loorer. Does everybody pay income tax? Below 
what sum do they not pay income taxes? “Do they have a system like 
ours, and don’t pay below $600 ? 

Mr. Hermansen. Yes; there is a basic exemption so that the income 
tax does not hit the great masses of the people. It progresses up to 
60,000,000 drachmas (or $4,000). After that it accelerates rapidly. 

Mr. Kerren. Ninety-seven percent of the population is income-tax 
free because they are so exceedingly poor. I saw a curve one time 
showing the number of persons on ‘this. A chart in the United States 
ran like this, whereas a chart in Greece dropped sharply. There are 
a few very rich people and a large amount of poor people. I think 
that is why the income tax is conspicuously low. 

Senator Hickentoorer. The rest of those revenues actually come 
out of the people as a whole ¢ 


NO TRADE WITH BULGARIA 


Mr. Kerret. Yes. When we run that big deficit here—the larger 
the red, the smaller the green we can spend. By a Herculean effort 
this year, we got the deficit small enough that we can operate. 

Senator Brewster. Is there any intercourse between the border with 
Bulgaria? 

Mr. Kepren. I think I can safely say “Nothing.” There is almost 
none, 

Mr. Carverr. There is only the international train that goes through. 

Mr. Kepren. We have, as far as I know, no trade with Bulgari ia. 


Mr. Srracuan. There is a guerrilla warfare taking place on the 


border. 
EXPENDITURES ON MILITARY ESTABLISHMENT 


Senator McManon. Including our aid, how much is their gross 
national income? 

Mr. Kerren. I have heard $1 billion. Statistics are so poor. I don’t 
like to quote. 
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Senator McManon. That is a guess; would it include our aid? In 
other words, take $750 million of their own production. How much 
are they spending on the military establishment ? 

Mr. Kerren. 9.8 percent of the total. 

Senator McManon. How do you figure it so exactly ? 

Mr. Kerrev. We have to take an arbitrary devisor factor. 

Mr. Hermansen. That 9.8 figure was arrived at in Washington so 
we could have comparison with other countries. This anticipated new 
fiscal year the French have come up precipitously to 10.8, Greece 
second at 9.8, and the United Kingdom at 9.8, and on down to the 
other countries—Turkey at 6 and Italy about 6.2. | Deleted, 

We furnish all guns, ammunition, equipment. Greeks pay instal- 
lation of equipment, pay the soldiers, and some food. Large total 
of the total military is by the United States directly. 

Mr. Kerrev. It is 10 percent of the total maximum income and 42 
percent of the Greek state income. It is a big chunk. 

Mr. Laruam. I know you are scheduled for luncheon at the Yacht 
Club. I don’t want to give the impression that we are not prepared 
to answer questions. 

Senator Green. Perhaps we had better take some refreshment. 


GAP BETWEEN EXPORTS AND IMPORTS 


Mr. McF aru. I have one thought. The Ambassador mentioned to 
us this gap between exports and imports which amounted to $300 mil- 
lion. I am sure the committee members would be interested in the 
new program being introduced—it being recalled that first 2 years 
were dedicated to getting Greece back on its feet. Now they are en- 
tering into second phase. I thought the committee might be interested 
in what your forward thinking is on closing this gap. 

Senator Gitterre. And how long will it take? 

Mr. Larnam. One of these gaps we are working on is the food prob- 
lem. The more we can make them independent on the food problem, 
the better it will be—being done by land reclamation, better corn and 
crops, and so forth. Growing rice crops, and so forth—more land to 
cultivate. 

Senator Green. Tell us how far electrification is going to aid agri- 
culture, 

Senator Brewsrer. How will this electrification aid agriculture for 
producing food ? 

Mr. Larnam. There is the food factor—and when you come to 
power—the means whereby we can cut importation of oils. 

Senator Brewsrer. Our particular question is how soon are they 
going to be able to raise their own food without imports? 

Mr. Macr. Answer is that Greece is not a self-sustaining country 
and I don’t think it is going to be. 

Senator Brewsrer. What was it before the war? 

Mr. Mace. It was 70 percent. It is 77 percent now. We have God 
and the weather to thank, too. We are going further than that. 

| Deleted. | 

Senator Brewster. How much longer will it take to bring up agri- 
cultural production ¢ 

Mr. Mace. 1955. 
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Mr. Brewster. You think it will directly balance with the food? 
Are you going to be able to balance the food necessity of the country 

Mr. Mace. I don’t think you are thinking to balance. I don’t think 
agriculture will provide more than 50 percent of the balance. I think 
tourism, and so forth, will help. 

Senator Brewster. I understand that in 1955 you expect the coun- 
try to produce most of its food and also they could get, by exporting 
other food products, enough to produce 100 percent. 

Mr. Mace. No. They ‘will get half of it out of agriculture food 
exports. 

Senator Gitterre. What kind of surpluses are there ? 

Mr. Mace. Cotton, olive oil (very little exportation of olive oil, 
however), tobacco, hides and skins, and products of the vine. We 
don’t count much on olive oil. I don’t think it can meet competition 
of Spanish oil. Products of the vine are important. 

Senator Sairu. Currants / 

Mr. Mace. Currants, sultanas, fruit of the vine. 

Senator Smiru. We are thinking of winding up in 1952. [ Deleted. ] 

The program in Western Europe has been changed from economic 
to economic-military. I want to know if we can wind up ECA as 
it began or as a combined factor or what ¢ 

Mr. Laruam. Whether you do it through ECA or another name 
as long as you render military aid you will probably have to supple- 
ment it with some economic aid. 

Senator Suirn. That differs from the conception of our problem 
in France, Holland, and Scandinavian countries. I think we have a 
different type of country here than in any other place. | Deleted. | 


Senator Green. We may not have learne| everything we should, 


but we are going to have a job trying to digest this. 


Me 
Theo 
man, 
Brew 

Als 
and ¢ 
Assis 


arti 
ste 
gene!) 
Unit 


STA 


Ai 
dene 
SO, V' 
to se 
bass: 
The 
FBC 


struc 


AQ 
Mick 
Why 
capit 
of th 

Tl 
it the 
want 
wars 
That 
War 
publ 





UNITED STATES FOREIGN-AID PROGRAMS IN EUROPE 


MONDAY, JULY 16, 1951, 2 P. M. 


~ 


SUBCOMMITTEE OF THE COMMITTZE ON ForREIGN 
RELATIONS ON UNtrep States Economic ANp 
Miuirary AssistANce To Free Evrorer, 
Old Re side Ce of A hiie rie ait Ambassador. lnhara,. 1 ure uy 

Members of the subcommittee present at the hearing were Senator 
Theodore Francis Green (chairman). and Senators McM 
man, Gillette, Wiley, Smith of New Jersey, 
Brewster. 


thon, Spark- 


Hickenlooper, and 


Also present at the meeting were Francis O. Wilcox, chief of staff, 
and Carl Marcy, statf associate, Senate Foreign Relations Committee ; 
Assistant Secretary of State Jack McFall: Horace Smith, State De 
partment-Senate liaison officer; Col. Wade F. Fleisher, Defense 
Department escort officer and Mr. Nathaniel H. Goodrich, assistant 
general counsel, Department of Defense: and Col. Lyal C. Metheny, 
United States Army, liaison officer, SHAPE. 


STATEMENT BY HON. GEORGE WADSWORTH, UNITED STATES 
AMBASSADOR TO TURKEY 


Ambassador WapsworrH. Gentlemen, you are now in the old resi- 
dence of the American Ambassador in Ankara. In half an hour or 
so, you will be going to luncheon at the new residence. We want you 
to see what the Foreign Buildings Operation is doing for your am- 
bassadors abroad, in building houses for them with local currency. 
The new residence is really something to be proud of, even though 
FBO has taken 3 years to get as far as they have gone with the con- 
struction work. 


CAPITAL CITY OF THE NEW TURKEY 


Ankara is the new capital of the new Turkey, the bastion of the 
Middle East, as you have been told ever since you left Washington. 
Why, you may ask, should Ankara have been selected as the Turks’ 
capital city when they have Istanbul, formerly Constantinople, capital 
of this part of the world for 1,600 years ¢ 

The Turks « ‘aptured Constantinople from the Byzantines and made 
it their capital in 1453. They moved here 470 years later, because they 
wanted to get away from foreign pressures, from the guns of foreign 
warships, from foreign financial and Levantine commercial influence. 
That was 28 vears ago when, in the aftermath of the First reer 
War, a resurgent Turkey overthrew its Sultan and established : 
publican regime. 
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If you remember any figure from your Ankara visit, please remem- 
ber 28; for it was 28 years ago that there were 28,000 people living on 
that little hill—an Anatolian vill: ie—which you saw when driving 
here from our airport. There was not one electric light, decently 
paved street, sewer, or water pipe in the whole place. Today there are 
280,000 people in this modern capital of modern republican Turkey. 
I stress this progress because you yourselves can see and feel it, brief 
though your visit be. 


TURKEY FOR THE TURKS 


Today the Turks claim nothing from anyone else in the world. 

“Turkey for the Turks” is their polic: y. They have built their new 
Turkey—it is slightly larger than Texas—on the production of their 
own people. They number 21,000,000 today; 80 percent of them are 
peasant agriculturists. 

I should add that the new Turkey is a relatively poor country, but 
working hard. It has taxed its people all the traffic could bear, but 
those taxes have been spent honestly. Its representative, republican 
regime has shown itself, by its acts during these last 28 years, fit to 
rule. 

Another point: The Turks have a great military tradition behind 
them. They say they have had compulsory universal military train- 
ing for 600 years. 


TURKISH HISTORICAL ANTIPATHY TOWARD RUSSIA 


Finally, to end these introductory remarks, these Turks have an 
other great quality of which you will also approve; they have no use 
whatsoever for the Russians. They say they have fought a round 
dozen wars against them, since the time of Peter the Great in the ear lv 
eighteenth century; also, that it is only a matter of time as to when 
they will fight them again. They call them Moscofs; and to them 
there is nothing lower on the scale of human values. In particular, 
to the Turks, the Russian is wholly untrustworthy. They tell me that 
until you Americans realize that those “Moscofs” will never tell the 
truth on any subject to anyone at any time, you will never understand 
how to deal with the Russians. 

Therefore, the first basic element of Turkish national policy is self- 
defense. For Turkey’s next-door neighbor is Russia; and this, in the 
Turks’ view, has necessitated maintaining their national defense forces 
at the highest possible standard ever since Atatiirk founded the Re- 
public in 1923. 

DEFENSE BUDGET IN TURKEY 


In the last 10 years, for instance, their Ministry of National Defense 
has been allocated between 33 and 40 percent of the national budget 
every year. And that figure includes nothing by way of economic 
items that go to support the national defense effort : nor does it include 
cost of coast guard, or national security services, or gendarmerie. It 
is appropriated, strictly, to support the three armed forces—the ar my, 
and the supporting navy and air force. 
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Incidentally, the total national budget is approximately one and 
one-half billion Turkish lira, or but slightly more than half a billion 
dollars. 

The first item of their national policy, then, is self-defense. If 
they are attacked they will fight—alone if necessary, but preferably 
with us and with the west. 


TURKISH POLICY MOVING TOWARD WESTERNIZATION 


Secondly, under the reforms of Atatiirk—who was the greatest 
statesman of the Middle East during at least the last two generations— 
they have positively oriented their national policy toward “western- 
ization.’ Atatiirk said: *We must westernize to survive.” He laicized 
the regime, separated state and church. He reformed even their 
clothes, by abolishing the fez and the veil. He revised the language 
and gave it latin script. Literacy has increased from about 15 to 50 
percent. An entire system of western codes of law was adopted; and 
the courts are well organized and justly administered. 

Finally, Atatiirk promised that, when they had corte experience, 
the people would enjoy democracy. That was, perhaps, his most 
striking promise and achievement. Neither he, if ran the country 
with dictatorial powers, nor his successor, turned into a dictator. The 
people were trained in the exercise of democracy, in the use of their 
new constitution, 1n representative government. 

Atatiirk’s successor, Ismet Inénii, was also a very great man. For- 
merly Prime Minister under Atatiirk, Inénii was President for 11 
years. His political philosophy was summed up in a phrase I person- 
ally heard him use. It was: “My ambition, before I die, is to sit as 
head of the loyal opposition in Parliament.’ Actually ce sits there 
today, for his party held and lost a fair national election in the 
spring of 1950. 

All that I have said thus far is by way of introduction, because 
Senator Green suggested that I tell you something about the Turks 
and why they are good people for us to work with. 


TURKISH-UNITED STATES POLITICAL RELATIONS 


The second question I wish to answer is: How are we working with 
them and where are we going! There are three different fields 
political, military, and economic. 

You, who have just visited Greece, need not be told about the Truman 
doctrine, the immediate purpose of which was to assist the Greeks 
and the Turks to strengthen themselves against aggression from with- 
out and (in Greece) the threat of insurgency from within. Both 
peoples were under pressure from Moscow. Both asked our help in 
1947. 

What were the primary objectives of our help? They were twofold: 
First, to strengthen their military potential so that they would be 
strong enough to resist aggression ; and, second, to cooperate with 
them in building a sustaining economy to carry the burden of the in- 
creased military potential. 

A year and a half later ECA came into the picture and took over 
from our original American aid missions responsibility for imple- 
menting the economic objectives of the initial Truman doctrine policy. 
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Like my predecessor, Ambassador Wilson, who initiated this policy 
in Turkey, I have two commissions from the President. One ap- 
points me as Ambassador and the second as Chief of the American 
Mission for Aid to Turkey. As Ambassador my task is relatively 
simple, for the Turks are cooperating admirably with us on the plane 
of international political relations. 


UNITED STATES AID PROGRAM IN TURKEY 


So today I wish primarily to tell you something of the work of 
our aid mission. It is made up of four groups known as the Army, 
Navy, Air Force, and Roads Groups. The three military groups are 
combined into the Joint American Military Mission for Aid to 
Turkey, or JAMMAT. General pray who will speak to you 
shortly, is Chief of JAMMAT. Mr. Jesse Williams, who is Chief 
of the Roads Group, is also here and w il gladly answer any questions 
relative to his important work. 

Finally, let me introduce Mr. Russell Dorr, head of our ECA Mis 
sion to Turkey, who will tell you afterward how he has endeavored 
to implement the Truman doctrine on the economic side. 


UNITED STATES MILITARY MISSION IN TURKEY 


Today, 4 years after the founding of our aid mission, we have here 
in Turkey the largest American military mission in the world. It 
numbers just over 1,200 American officers, men, and civilian instructors 
and technicians. 

Why have we needed such a large mission? Why has the Defense 
Establishment in Washington recently sent us 300 more officers and 
technicians—first-class, top-picked men—when they are as scarce as 
hen’s teeth all over the world? The answer is, of course, because 
it was believed in Washington that they could do more to strengthen 
American security here than they could almost anywhere else. 

During these 4 years the military mission has h: id two major objec 
tives: (1) To strengthen Turkish military potential through the 
delivery of modern equipment; and (2) to train Turks in the use of 
that equipment. 

| Deleted. | 


UNTITED STATES APPROPRIATIONS FOR TURKISHLE MILITARY AID 


How much money have we spent in doing this important job? The 
first year, Congress appropriated $400 million for Turkey and Greece. 
Greece received $300 million and Turkey $100 million.” The Greeks 
needed more because they had a war on their hands. And during 
each of the two succeeding years, substantially this same proportion 
was maintained. For fiscal year 1949 and fiscal year 1950 the Turk 
ish appropriation was some $75 million; for fiscal year 1951, after 
Korea, the latter figure was doubled. Consequently, for the 4 years 
of the Truman doctrine, the total has been some $400 million. 
| Deleted. 

Turkish ground forces, as well as the supporting Air Force and 
Navy, have been effectively reequipped by us with the $400 million 
already made,available. 

| Deleted. | 
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MILITARY TRAINING PROGRAM 


Now as to training. The mission has increased, almost doubled, in 
size each year: and today we have assisted the Turkish general staff in 
building the equivalent of a modern military university. It has some 
19 facilities—eve rything from basic infantry, cavalry, armor, and artil- 
lery schools to motor maintenance, signals and radar for the N: avy. 

In these 19 facilities over 200 subjects are taught, from 6 weeks 
to 9 months each—everything from refresher courses for general 
staff officers to basic trainine for aviation mechanics. There are. 
for instance, thirty-odd staffs in the army, and some 3,000 officers in 
the staff corps. All these require modern training, as do the chauf- 
feurs and mechanics for the 16,000 motortrucks we have already 
delivered. 

Out of this military university there have thus far been graduated 
more than 25,000 students, of whom 5,000 have been officers who are 
now back with troops in the field. The greatest compliment we _ 
ever been paid by the Turkish general staff was when, after a year or 
more of preparatory discussions, they told General Arnold last spring, 

“We want to set up some Turkish-American inspection-training teams 
to go out and work with every unit in the field. We want you and 
our oflicers to work together to see that the officers of those field units 
put into force what they have learned in the schools.” That is why 
extra officers and technicians were needed this summer. 

General Arnoutp. There is a considerable amount of British-manu- 
factured antiaircraft. tr: sport, and so forth, equipt ment left over 
from the last war. Training in the use of this equipment is 


bined operation but solely under American direction. In Gree 
have two separate missions, but here it isallin one. 

Ambassador WapswortH. So much, gentlemen, for our program of 
equipment and training. IT wish to make one more important point 
with respect to our military mission’s activities. 


INTEGRITY IN RECOMMENDING ADDITIONAL AID FOR 


We here. in our eoreieenniel ions to you in Congres 
ask for funds eve ry ve ~ have been 100 percent intellectua 
with you. In our own nite rest. as well as vours, we have 
for anything that we did not think the Turks could mal 
use of. That has been our absolute measure. Our only limit t 
we have asked for is what we think they can make effective use of. 
Their e apac ity to make effective use of more has been increas! 1g with 
the suecess of the training program. 
Therefore. we fee] that we can ask you this pone 
conscience, for a bit more in the way of money; | 
more, because it costs more to buy now than it did i vears and, 
thirdly and most importantly, because over one third of 
we are now requesting is for ne w jet planes which cost a lot of money. 
Are you getting your money's worth? Will these Turks fight? I 
have said they would fight the Russians if attacked. What would 
be the case if the Russians did not attack them 4 
The national police: vy of Turkey is westernization, and their foreign 
policy is closely orienated to the west. They belong to the European 
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TURKISH PARTICIPATION IN KOREAN CONFLICT 


There have been two interesting exceptions to this policy. They 
accepted representation on the UN Korean Commission and on the 
Palestine Conciliation Commission, for they are vitally interested 
in the principle of collective security and in the security of the Middle 
East. They honestly believe in collective security. It is not merely 
lip service; they work for it and they have demonstrated this belief 
by sending a very fine unit to Korea and backing up UN decisions. 


TURKISH ATTITUDE TOWARD NATO 


There is one vital political fact in this situation which I should 
stress before closing. The Turks have long wanted our fullest sup 
port, and happily they are now getting it, to cap this policy of a gen 
eration. I refer, of course, to their plea for membership, full mem- 
bership, in the Atlantic Pact. 

They feel that they can bring to the pact in military strength more 
than any of its present European members. They feel that they 
have shown by a generation of reform: of everything from hats to 
constitution that they are oriented 100 percent in our direction and 
have proven their solid adherance to the principles of western de- 
mocracy, 

| Deleted. | 

Gentlemen, may I leave our story at that point, for Senator Green 
made the excellent suggestion that I speak for half an hour and held 
my remarks to these general lines before we go to lunch. Afterward, 
we would like to give you a brief review of the economic and fical pic- 
ture, particularly as influenced by ECA aid. We understand you 
gentlemen in Congress will require that this economic aid must, as 
a first priority, support the military effort. On that score, Mr. Dorr 
has an interesting story to tell you. 

I suggest, therefore, that we now adjourn for luncheon. 

(So voted. ) 
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TUESDAY, JULY 17, 1951, 4 P. M. 


SUBCOMMITTEE OF THE COMMITTEE ON 
ForEIGN RELATIONS ON Untrep Srares Economic 
AND Minirary Assistance To Free Evropr, 
American Embassy, Rome. Italy. 

Members of the subcommittee present at the hearing were Senator 
Theodore Francis Green (chairman) and Senators McMahon, Spark- 
man, Gillette, Wiley, Smith of New Jersey, Hickenlooper, and Brew- 
ster. 

Also present at the meetings were Francis O. Wilcox, chief of staff, 
and Carl Marcy, staff associate, Senate Foreign Relations Committee; 
Assistant Secretary of State Jack McFall; Horace Smith, State De- 
partment-Senate liaison officer: Col. Wade M. Fleisher, Defense De- 
partment escort officer; Mr. Nathaniel H. Goodrich, assistant general 
counsel, Department of Defense; and Col. Lyal C. Metheny, United 
States Army liaison officer, SHAPE. 


COUNTRY TEAM PRESENTATION: ITALY 


Senator Green. The meeting will please come to order. We have 
planned this hearing to take 2 hours so as to get through by quarter 
to five. Mr. Ambassador, would you call on the witnesses with that in 
mind ¢ 


STATEMENT BY HON. JAMES CLEMENT DUNN, UNITED STATES 
AMBASSADOR TO ITALY 


Ambassador Dunn. Mr. Chairman, we have here at the table 
Admiral Carney; Colonel Harmony, the Army attaché; Commander 
Howatt, Acting Head of the Naval Section of the MDAP; Mr. Day- 
ton, Chief of the ECA Mission; Mr. Eichholz, special assistant for 
the MDAP; Colonel Handy, Acting Head of the Military Assistance 
Advisory Group (what we call MAAG) ; and Colonel Robertson, Chief 
of the Aviation Section of MAAG. [| Deleted. | 


ITALIAN POLITICAL SITUATION 


I do want to make a few preliminary remarks first on the political 
field, which is my particular concern. Usually, I am able to say 
that in Italy the Government is very strong. I can still say that the 
Government is composed of men who are patriotic, hard working, 
and honest. We have here a condition which doesn’t occur in any 
other country in Europe; that is, that one political party has a complete 
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majority in the lower house and could govern alone—that is, the 
De Gasperi party, the Christian Democratic Party. But the Prime 
Minister has seen fit, to add to his government members of leftist 
groups which are not Communists so that the Government will have 
a democratic and progressive social basis. I am very sorry to say 
that last week the entire Government gave in their resignations. 

Senator Witry. Was that because we were coming ?/ 

Ambassador Dunn. No; I am afraid this has been coming up for 
some time. This resignation is not the result of any vote in Parlia- 
ment—such as lack of confidence in the Government—but merely a 
reshuffling and rearranging of Cabinet positions. It is not considered 
to be at all serious, but it will probably be 3 or 4 days before they have 
the new arrangement. However, the Prime Minister will have with 
him tomorrow morning when we go to see him the Acting Minister of 
the Treasury, the Minister of Defense, and possibly the Minister of 
Foreign Affairs, if he is well e nough. 


EUROPEAN RECOVERY PROGRAM IN ITALY 


I can say for Italy, that Italy is working hard and doing a good 
job. There are just one or two points I want to bring out—that is, that 
ERP work in Italy is something that all of us are very proud of. It 
has done a good job: the Italians have made good use of the assistance 
given them, and have worked hard on the job of reconstruction of 
their own country and in the rebuilding of the Italian armed forces 
with which we are now concerned. They have cooperated fully with 
MAAG and have made good use of the end items we have furnished 


them. Their spirit of cooperation and determination to build up a 
defense force is excellent, not only on the level of the Government, 
but there has also been great improvement in the morale of the armed 
forces themselves. Each of the military representatives here present 
will give a more detailed presentation of this. 


INFORMATION SERVICES IN ITALY 


Another thing that I want to bring out is that the information 
services in Italy have been extremely good. We have the USIS for 
the Embassy, and ECA also has its information service. In my 
opinion, on both sides it would not have been done better in presenting 
the American picture and in making known to the Italian people the 
assistance that has been given to them. The only other comment that 
I have to make is that all of us are extremely proud of the extent of 
cooperation between all of the different sections here that are work- 
ing for the same objectives. We consider that we have more than 
cooper: ation—there is complete integration between the Embassy and 
ECA in the economic, labor, and agriculture phase of the work—so 
much so that we do not have two different sections; there is only one 
section for each of these branches of the work—mnost of them sit in 
the ECA offices and do their work there for the Embassy as well as 
for ECA. 


COMMUNIST SITUATION IN ITALY 


Senator Witry. Mr. Chairman, I would like to have the Am- 
bassador’s evaluation of the political situation in Italy as far as com- 
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munism is concerned; we know something about what it is and what 
it has been costing us. I would like to get your evaluation. 

Ambassador Dunn. I will give you my own frank opinion. If 
had not been for what we have done up to the present—and I don’t 
like to be considered as exagger iting—I am convinced Italy would 
have been lost to communism, even before the Marshall p lan started. 
The relief programs which were passed by Congress before the Mar- 
shall plan and which applied to Italy, providing food, fuel, and medi- 
cine were of inestimable value. The country needed them desperately 
and the Communists were going strong at that moment. Without these 
programs and the vast improvements brought about subsequently by 
Marshall plan assistance, I am convinced that It: ily would have gone 
Communist. All this has cost a great deal—it comes to about Sv bil- 
hon. But we have gained much more than that in the value of the 
results obtained. It: iuly’s morale which was at a very low ebb at the 
end of the war picked up as result of American assistance and accord 
ingly has risen in an increasing crescendo and it has resulted that 
the people have shown increasing vitality and determination in recon- 
structing their country. I suppose the war destruction in Italy was 
worse than in any country except Germany. As one example, there 
were 300 vessels sunk in the harbor of Genoa and lying submerged 
there at the end of the war. However, 18 months afterward (renoa 
was handling 90 percent of the volume it had before the war. I think 
we should recognize that the Italians have made wood use of the 
assistance given them. 

As regards the Communists, we have at least stopped the snowball. 
However, none of us is satistied with the present Communist situat 
in Italy. In the elections in 1948, the vote was 30 percent for the 
Communists and fellow-travelers and 70 percent for the democratic 
parties. That was a national election. Now, in the municipal ele 
tions that were held about a month and a half ago, the Communist 
vote was not reduced. I think too many of us have been th nkine that 
if we improved the economic situ ition. the Communist problem \ ould 
be taken care of. I think we are coming to the conclusion here, as far 
as Italy is concerned—lItaly has the biggest Communist party out 
side of Russia that just im proving the operant situnution s hot 
enough to do the job. We will have to apply ourselves from here on 
to trying to find a better solution of the prob tem. The country is not 
i a most satisfactory economic situation, but at least there are not 
now the starvation and deprivation to the extent that there formerly 
were, providing breeding grounds for communism. Something more 
is needed and we are giving a good deal of thought to that now. There 
will be general elections within about 18 months and so we haven't 
much time to work on the problem. The Italian Government itself 
will have to do something about this and that is one reason whiy this 
reassignment of the cabinet has come about. The left wing of the 
Christian Democratic Party for instance is not satishied that the party 
is sufficiently progressive and. feels the party is too much dominated 
by the reactionary right wing. That is a good sign, because this 
proble m will h: ive to be dealt w ith on a social basis. 

Senator WILEY. Is one- third of the population Communist ? 

Ambassador DuNnN. Parliamentary representation is 30 percent— 
20 percent Communists and 10 percent fellow travelers. 
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Senator Smirn. Is that enough to affect the efficiency of the army 
in case we got into trouble ? 


CONFEDERATION OF FREE-TRADE UNIONS 


Ambassador Dunn. No; we have no problem in that repect. I will 
get some the military to give you their views on that. There is no 
ground for concern that the Communists will take over by force be- 

cause since the last election they have built up the forces of public 
order and internal security. There is also another element that will 
be helpful, that is, that within the last year there has been established 
here a confederation of free-trade unions which is not under Com- 
munist domination. Until about a year ago all the unions were com- 
pletely under the control of the Communists—not even of fellow 
travelers. This new development is something which we depend on 
a great deal. Answering the Senator’s question: we are not satisfied 
or happy about the Communist situation here, but Italy has all the 
elements and possibilities for combating communism and not only 
preventing an increase, but reducing its power. And much has been 
done in re lucing their power, because for example, the Communists 
no longer dare to pull general strikes or strikes of a political nature. 
However, although their power has been reduced, their numbers 
haven't. 

Senator Smiru. Are they strong enough to have a post in the 
cabinet / 

Ambassador Dunn. No; they have no chance of that. Their means 
of control are through their labor unions. 

Senator McManon. What is the membership of the new labor fed- 
eration as opposed to the Communist-dominated unions ¢ 

Ambassador Dunn. Colonel Lane, what is the number? 

Colonel Lane (labor attaché). We give the Communist-dominated 
CGIL about 31% million; about 1144 million to CISL, and 100,000 to 
another democratic group controlled by the Socialists. 


COMMUNIST STRENGTH IN ITALY 


Senator McManon. Would these 314 million Communists, many in 
key positions be able to throw the switch in the event of hostilities 
and throw the country into pandemonium ? 

Colonel Lane. They control Genoa and up to now controlled Leg- 
waa We control the southern parts with the non-Communist trade 
unions. It works on a regional basis and sometimes on an industrial 
basis. They are very strong in metals; for example, they will go in 
for a ball-bearing plant or concentrate on railroad engineers. They 
were able to pull ‘off all the engineers operating between Florence and 
Bologna 8 months ago. In the CGIL all the national and provincial 
leaders are Communists; they don’t fool with fellow eters in the 
No. 1 positions anywhere. Those jobs are reserved to only the tried 
and true Communists. 


WAYS TO COMBAT COMMUNIST INFLUENCE 


Senator McManon. Now, Mr. Ambassador what is your program 
for the next 18 months in order to reduce Communist influence ? 





vill 
no 
be- 
phic 
vill 
hed 
ym- 
m- 
low 
on 
fied 
the 
nly 
een 
ists 
ure. 
e T's 


the 
‘ans 


fed- 


ited 
0 to 


yin 
ities 


Leg- 
rade 
trial 
oO in 
They 
and 
cial 
. the 
ried 


rram 
} 


FOREIGN-AID PROGRAMS IN EUROPE 167 


Ambassador Dunn. There are some things we can do, but most of it 
has to be done by the Italian Government itself. The most important 
thing is to put into effect a more dynamic and progressive program. 
They have to get the people who have money to pay taxes in order 
to help the people who haven’t. The whole gamut of production will 
have to be increased, largely through our cep unce—if given—mili- 
tary production will be expanded, The ERP, by agreement with the 
Italian Government, is devoting a great part of the count rpart funds 
to agricultural improvements and public works, particularly in the 
South where conditions are poor. The whole attack of the Govern- 
ment must be to improve social conditions, that is as I see it. As I see 
it, it isa healthy sign that the Cabinet is being reshuflled largely 
result of demand for'that. There are some things we can do perhaps 
if we get proper legislation, such as in the field of labor. 


as a 


STATEMENT BY ADMIRAL ROBERT B. CARNEY, COMMANDER IN 
CHIEF, ALLIED FORCES, SOUTHERN EUROPE 


| Section deleted. | 
Admiral Carney. General De Castiglione, who is in command of the 
Italian forces in this command, was talking with me the other day on 
routine matters. But when he got through, he said he would guarantee 
his troops with his own life. ‘That is the sort of statement from a com- 
mander which has a great deal of meaning. They have a certain 
number of troops with a very high morale. I believe that these people, 
with proper leadership, will produce. History may tend to controvert 
that, and their own leadership is not the same as American leadership, 
but their earnestness and desire to rehabilitate themselves con 
me they can be led and brought up to a fighting point. Italians one 
generation removed came in here during the war and fought = wild- 
cats, With a different viewpoint and something to fight for, and their 
opposite numbers, only one generation removed from common 
tionality, surrendered because they didn’t have anything to fight 
1 believe it is worth a ereat effort and I believe it can be done. 


| Deleted. 
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COMMUNIST APPROACH IN ITALY 


Senator Witry. May we ask the Ambassad xv one question’ ‘The 
answer calls for concrete analysis of the ECA aid and the military 
aid that have been given to the various countries that you have talked 
about. 

Ambassador Dunn. We are all Italy here. Admiral Carney goes 
outside Italy. I coe in mind having the Chief of the ECA Mission 
and the various members of the Military Assistance Program present 
their views as to what we are doing here. 

Senator McManon. I was happy to hear you say you thought the 
Information Service was doing a good job. Is the effectiveness of 
the Russian effort in that field measured at all by the 30 percent they 
have here? You think they have effect, too, in maintaining their 
strength / 

Ambassador Dunn. They do it in quite a different way. There is 
no Russian propaganda here—it is Italian Communist Party prop 
aganda. 
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Senator McManon. Do they short-wave from Moscow ¢ 

Ambassador Dunn. Yes. They short-wave from Moscow, from 
Prague, Rumania, and all satellite countries. While the Italian radio 
has a neutral attitude and doesn’t allow political speeches, they—the 
Communists—pump in the party speeches of the local Italian Com- 
munist Party members. What they do is not so much what we con- 
sider propaganda. Their proselytizing is felt in what you call real 
political organization, organizational work, right down to the local 
calls and accordingly through verbal contact. 

Senator Brewsrer. Their central theme must be, “With us it would 
be better.” 

Ambassador Dunn. Of course they direct their propaganda against 
the United States, “American imperialism”; that we are trying to take 
them over—various things of that kind. Apart from that, in the agri- 
cultural field they keep pounding on the idea that the peasants should 
take over the land: i in the industrial field that there should be higher 
wages and shorter working hours, compensation and things of that 
kind, but it is done in a much more organizational way than we can 
do it. It is more effective because they have a concentrated program, 
whereas the Italian democratic parties and labor unions on the other 
hand are not one homogeneous mass directed by one organization. 
Therefore it is not comparable to the way we have to work. 


POSSIBILITY OF GREECE AND TURKEY JOINING NATO 


Senator Smirn. I think we have all got the feel on the trip we have 
taken down through Spain across the Mediterranean that the Medi 
terranean isa very vital area in this whole picture. Italy is a member 
of NATO. In your judgment would Italy actually be friendly and 
favorable to bringing in Greece and Turkey and possibly also Spain 
into NATO. Or should we think in terms of a Mediterranean pact 
for Spain and Italy ¢ 

Ambassador Dunn. All I can say is that Italy was the first one to 
mention bringing Greece and Turkey into the North Atlantic Pact. 
They were the first ones openly to express that wish in London. With 
regard to bringing Spain in the North Atlantic Treaty—except for 
the Communists, of course, I do not find any attitude cert: ainly there 
would be no feeling on the part of Italy against bringing Spain into 
oe North Atlantie Pact. She would not in the first instance vote 

gainst it. 


UNIQUE ORGANIZATION OF TTALIAN COMMUNIST PARTY 


Senator Hickennoorer. I have been told that the Communist 
Party in Italy is organized rather uniquely in that during the war 
and afterward they seized gold and property, currency, stocks, and 
so forth, and that today the Communist Party in It: ily has large 
investments In newspapers, banks, and so forth, but they are merely 
biding their time. They have not shown their full stre neth in It: ly 
as vet—holding on to the money they have seized and invested—but 
they will use it when the time Is ripe. 

Ambassador Dunn. Yes; there is a good deal of truth in the first 
part of your statement. They were very strong at the end of the 
war and so soon as things began to break they marched into banks 
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and took over—not only the banks, but they took over the local admin- 
istation of the localities and they got a great deal of real cash. How- 
ever, so far as investment holdings in enterprises here are concerned, 
we have no evidence that they have control of any of the large 
companies. 

Senator Hickentoorer. My information is that it is well concealed. 

Ambassador Dunn. No; it could not be as well concealed as that. 
The owne rship i is pretty well abies and the ownership of many enter- 
prises is in the hands of the Italian counterpart of the RFC. One 
thing they do have, they have established commercial firms that carry 
on trade with the eastern states, with Russia, and so forth, and the 
proceds from these operations are devoted to party purposes . Italian 
Communist Party purposes here. However that is only a subter- 
fuge—they can get all the money they want. Money is sent in— 
they can overbid you in any account you want—for electoral cam 
paigns or any other purposes. They have to pay the oo workers 
they are not working for nothing. You don’t have to look for that 
sort of thing to see their strength and financial Caneel They have 
plenty of financial support. Mr. Rayton of ECA would know about 
things of that kind. For instance, when paper was short, they 
established paper companies. It was hard for the democratic parties 
to get paper for their publications, but the Russians brought in paper 
for their own publications and then sold the paper. They have got 
all the money they want. There would be no occasion for their sud 
denly springing ownership of these companies and taking over. If 
they are going to, they would have taken them over now. 

Senator Hickentoorer. The source of my information was a very 
reliable. | Deleted. | 

Senator GREEN. My question is, Who would you select as your next 
witness ¢ 

Ambassador Dunn. Mr. Dayton, who is Chief of ECA, which also 
includes economic work in connection with the MDAP and the new 
defense program—so he can speak to you on both aspects of his work. 


T 
s 
1} 


STATEMENT BY MILDREN L. DAYTON, CHIEF OF ECONOMIC 
COOPERATION ADMINISTRATION (ECA) 


ITALIAN SITUATION, 1948 


Mr. Dayton. To outline for you the thinking which went into the 
presentation of the one package appropriation bill which will be made 
to you shortly after you return to Washington, should like to spend 
about 2 minutes on the situation as it existed in 1948 at the time you 
were considering the ECA Act. You will rec all that when the act was 
originally presented to you, certain goals, or ol Jectives, were estab 
lished which we hoped to be able to reach by June of 1952. Although 
these — were weeeenee n statistical terms, 1. e., percentage of 
increase in production, both industrial and agricultural, import and 
export aaa balance of payments objectives and consumption and 
standard-of-living standards, if I remember correctly, you very 
sharply questioned the ability ef ECA to achieve these statistical 
goals. 
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ITALIAN STANDARD OF LIVING 


As a result of all of the efforts of the United States in Italy, 
some of which go back before 1948, all or nearly all of our 1948 
objectives have been reached—and in 3 years and 3 months. So 
that in terms of our original 4-year objectives, the major part of the 
job has been accomplished in a little over 3 years. However, the 
factor we failed to.take into consideration was, Would the average 
Italian be satisfied with 1938 living standards? We have discovered 
that he is not. The recent elections and the statement just given 
you by Ambassador Dunn clearly indicate that we did not give ade- 
quate consideration to the necessity for increasing the standard of 
living. The average per capita income in Italy, after taxes, is 
about $220 per year. This is a terribly low figure, which does not 
leave much latitude: - the expansion of investment programs, and 
so forth. Further, it is so low, even though it is about 1938 figures, 
that the average Tialian feels very strongly that more must be done 
fo raise it. 


CONVEYING THE CONCEPT OF THE MARSHALL PLAN 


In our efforts to reach all of the objectives, including the prewar 
average Income, it Was necessary to put the largest possible amount of 
the funds which you appropriated into capital development, recon- 
struction and construction of plants, modernization, retooling, and 
into the procurement of basic raw materials which Italy, herself, does 
not produce and which were only available in the dollar area. This 
very process makes it most difficult for the average worker or peasant 
to have the personal experience of benefits accruing directly to him. 
One of the principal jobs of our Information Division has been to find 
ways and means of getting to the ordinary Italian the meaning of the 
whole Marshall plan program and how it has benefited him. Had 
we taken the $1.3 billion and divided it equally among the 46 or 47 
million population, each would have received about $30, and a few 
months later, would have been just as badly off as before receiving 
the gift. Instead, as I said before, the major part of the funds were 
spent to help the country rehabilitate itself, and indirectly its people 
through the provision of jobs, of adequate food, production facilities, 
and of raw materials, for clothing, power, ete. 


RELATIVE IMPOSSIBILITY OF SOLVING ITALY ‘s ECONOMIC PROBLEMS 


We have also confirmed, as a result of the past 3 years’ experience. 
something which we felt, but could not document at the beginning of 
the program; i. e., the relative impossibility of really solving Italy’s 
economic prob bea except within the framework of an integrated 
Western Europe. So long as the present political and economic boun- 
daries exist in Europe, with the accompanying restrictions, tenden- 
cies to monopoly, self-sufficiency, ete., that long will a real solution be 
delayed. Italy has a major problem of overpopul: ition and unemploy- 
ment, all out of proportion to these problems in a number of the other 
Western European countries. If we ever get to the point where 
people, and things, and money can move freely in Western Europe, 
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when there will be competitive conditions generated by such move- 
ment, when all of Europe is a market for all of Europe’s industry, 
standards of living will start to rise, and both overpopulation and 
unemployment will fall off sharply. I know that this is an extremely 
difficult condition to bring about, and also that we in Italy alone ean- 
not do too much about it. The Sehuman plan, NATO, EPU, are all 
steps in the right direction, and you can readily see the tremendously 
favorable effect these plans have had. 

I think the other factor of importance today, that we have learned 
during the past 3 years, is that we know, with some exactness, the 
problems which must be solved if we are to help Italy get to the point 
of contributing fully to both her own internal security and asa partner 
in NATO to her external sec urity. 


OBTAINING MAXIMUM DEFENSE PROGRAM 


Our program now for this fiscal year, in fact the whole effort of the 
country team in Rome, is devoted to obtaining a maximum defense 
program. Everything else is secondary to this effort. We do not be- 
lieve, for instance, that we can go in the back door with counterpart 
funds to increase defense expenditures. We believe their Council of 
Ministers must go before their Parliament, just as the responsible 
agencies at home are required to go before Congress, to obtain adequate 
budget: ary appropriations for the defense program. 

With a maximized military budget: and investment program, 
there is greater opportunity of fully utilizing the total resources of an 
economy which must be expanded. However, we believe that if we 
are to reach a maximum defense program—and nothing less than this 
is acceptable—we must further aid the country in maintaining neces- 
sary supporting economic programs. If we fail to do this, I believe 
we are taking a very serious risk, for it makes little sense to have two 
or three hundred thousand Italian troops on the northern borders, with 
two or more million malcontents behind them—malcontents, because 
of a standard of living which in some instances our humane society 
at home would not permit for animals. 


DEVELOPING DEPRESSED AREAS OF ITALY 


Because of the hundreds of thousands, perhaps millions, of poverty- 
stricken people in the south and in the islands, many without jobs, 
without homes, perhaps living in caves or worse, and with only po- 
litical promises to look forw: ard to in the future, we cannot get the 
full v: alue out of the Italian economy for military purposes unless we 
assist the country in m: untaining the supporting economic programs 
which are tied to the defense effort. In a sense, this is both a short- 
range and long-range approach. 

During the past 3 years we have assisted in the development of 
programs for the depressed areas of both the south and the north. 
The plan, which is called the Cassa per I] Mezzogiorno, is a 10-year 
program for development of the south and the islands. This is now 1 
year old and gives every indication of having been successfully planned 
and energetically implemented. We believe that program must be 
continued, 
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We feel it will be necessary to continue a housing program, even 
ifonasmatler scale. At the moment, we estimate they need 7 million 
rooms—not 7 million rooms to allocate to people who would move 
from unsatisfactory quarters, but relatively speaking, moving from 
nothing into something. 

Senator GREEN. What do you mean, “moving out of nothing into 
ee are they sleeping under the sky? 

Mr. Dayron. I mean moving from caves and shacks and from under 

midges ae aqueducts into modest homes. Of course, we cannot 
e we ct to participate ina program of 7 million rooms, because the cost, 
including land, might run to $7 bilhon dollars in lire equivalent. We 
do, however, feel that a sizable housing program should be continued, 
particularly in defense areas where the movement of personnel would 
be impeded by lack of living quarters. 


PROVIDING ADEQUATE CREDIT FACILITIES 


I also think that we must assist In providing adequate credit facil- 
ities to assure financing of product ion faeilities, both for the defense 
program and the ee supporting economic programs. ‘The 
aid which you will soon be discussing will, if allocated, provide a 
ready means to finance the purchase of machinery, equipment, and 
raw materials from the dollar area. However, it cannot properly be 
used to finance the acquisition of machinery, equipment, and raw 
materials outside the dollar-area, nor for the construction of plant, 
working capital, and so forth. This does not mean that the counter- 
part fund would provide all of such financing. The leverage of its use 
is the means by which this is accomplished. 


DOLLAR AND COUNTERPART EXPENDITURES 


You may be interested in knowing how we plan to handle dollar 
and counterpart expenditures this year. First, the Government, in 
cooperation with our technicians, develops an annual program of ma- 
chinery, equipment, and raw-material imports, supporting both the 
economic and defense programs. Secondly, we thoroughly rescreen 
these programs, eliminating items which can be procured outside the 
dollar area, and further reducing them by our estimates of shifts 
which can be made through elimination or curtailment of nonessen- 
tial production. Third, these screened programs, keyed to specific 
production plans, are rescreened through regional agencies to deter- 
mine the availability of any of the requirements in Europe. Finally, 
they are again screened in London and Washington and a final dollar 
requirement ascertained. In other words, all of the dollars which 
may be made available will be used for the importance of equipment, 
raw materials, patents, drawings, technical assistance, and so forth, 
which can only be obtained in the dollar area and, as I say, keyed to the 
essential production programs, 

We hope to utilize the counterpart fund for increasing agricultural 
production, for loans for the purchase of equipment and machinery, 
tor working capital to industry engaged in defense production or 
economic programs supporting defense production. It is difficult to 
make these plans now, because we will not know what the ground rules 
are until after you have passed the legislation. [ Deleted. ] 
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CONDITIONS ATTACHED TO DOLLARS PROVIDED IN GR \NT FORM 


Senator GREEN. You continue to speak of the national economy pro- 
viding machinery, equipment, and so forth. Now to be more specific, 
you say it’s very hard for the poor people to understand that they vet 
their share of this $30 per capita. Well, do they get it, except very 


indirectly? Do you mean to say you give it to the Government. na- 


tional or local, or do you mean give it to corporations, 


privately owned 
or publicly owned, or do you mean to give it to private individuals? 
Mr. Dayron. I mean that all of the dollars which you have provided 
in grant form have been a gift to the Italian Government. The 
chases made with these dollars are made by firms privately owned and 
firms in which the Government owns shares. Government and non 
Government agencies, and so forth, they all pay 


for the purchases 
made with these dollars through their Government with lire and that 
lire becomes the counterpart fund. 

Senator Green. Is that all determined by the Italian Government 
or are their conditions made ¢ 

Mr. Dayron. There are conditions made. 

Senator GREEN. What are the conditions 4 

Mr. Dayron. The condition is that the dollars are spent fo. specific 


projects or imports on which we have mutually agreed. For instance, 
we agreed that they should have a steel production industry capable 
of producing about 2,500,000 tons a year. Some dollars were spent 
to buy equipment to accomplish this. The conditions were a specific 
project producing an agreed product, and the selling pri ec factor Was 
taken into consideration at the time the project was being screened. 

Senator Green. How do you mean that the information has not 
been made clear to the common people as to how they vot the benefit 


from it? How do you explain it 


CARRYING STORY OF THE EUROPEAN RECOVERY PROGRAM TO THE PEASANT 


Mr. Dayron. For the past 3 years we have tried every means of 
carrying the story of ERP to the peasant, the smallest worker, to the 
man who doesn't read or write, have a radio, or vo to the movies: to 
those it is very difficult to explain the complicated economics of these 
procedures. We Lo through the schools, movie theaters, cooperatives, 
labor unions, and have developed mobile units with sound equipment, 
exhibits, and so forth, to go into the squares of little villages that 
cannot otherwise be reached. 

Senator Green. How do you explain it clearly to one who is intelli 
gent and does read ¢ 
~ Mr. Dayron. We have ready access to those through newspapers 
and other normal means, the USIS libraries, and so forth. 

Senator Green. I do not mean the physical means. I mean the 
argument you use to convince him that he, as distinguished from the 
government or the corporation, gets the benefit of the aid / 

Mr. Darron. By showing him what happens to the gifts and what 
nappens to the counterpart funds; by going into each community and 
spelling out with graphs, charts, photographs exactly where ever) 
nickel allocated to the region or community has gone: what it has 
done in terms of jobs, in production, in rehabilitation. 


S7614——-51 12 
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Senator Green. With those maps it’s pretty hard to convince him 
that he has gotten his share, especially if he doesn’t have a job. Do you 
think it necessarily follows that he has been helped ¢ 

Mr. Dayton. I think it absolutely follows, but of course if he doesn’t 
have a job, it is harder to convince him. 

Senator GREEN. What if he says he doesn’t get any more now than 
he ever did? 

Mr. Dayron. That, frankly, sir, is what some of them do say, and 
that’s why it’s hard to convince him. 

( Nore.——At a subsequent meeeting with Senator Green it was ascertained that 
he was seeking an answer to the question whether there are conditions limiting 
profits and assuring adequate wages attached to gifts to the Government which 
become loans to an industry. It was explained that only on the larger projects 
were selling prices of produced items taken into consideration and that it would 
be extremely difficult to impose such conditions since the number of Italian 
firms receiving loans represent no more than perhaps 6 or 7 percent of Italian 
industries. It was also explained that in this fiscal year we hope to get at some 
of these problems through our production assistance drive. ) 


EXPENDITURE FOR DEFENSE PROGRAM 


Senator Witry. I don't think you gave us the percentage of the $275 
million for fiscal year 1952 which will go to the defense program. 

Mr. Dayron. Our present estimate, sir, is that about $155 million 
will be required for direct defense programs and that $120 million will 
be needed for the supporting economic program, 1. e., for coal, cotton, 
petroleum, and perhaps, some wheat. Some portion of these latter 
items might be properly charged to the defense program, but for the 
moment we are considering them as economic supporting imports. 
The counterpart funds would be used as prey ious] described. 

Senator Witry. Does the $275 billion include the end items / 

Colonel Hanpy. The end-item program is in addition to the 275 
million. 

Senator Winey. Oh, that is the total. 

Mr. Darrow. Yes, that’s for the entire Mutual Defense program. 
The $493 million is for end items delivered directly from the United 
States to Italy, and of the $275 million, $155 million is for raw ma- 
terials, patents drawings, technical assistance, et cetera, in direct sup- 
port of f the milite ary program and $120 million is for other basic raw 
material ports not available outside the dollar area. 


ECA PROGRAM AFFECTED BY MILITARY CRISIS 


Senator Smirn. Mr. Dayton, when we started the ECA it was the 
itention that it would be wound up in fiscal year 1952, a 4-year pro 
gram. Now things are changed. My first question is this: Had we 
not had this military crisis, could be we have wound up ECA in Italy 
in 4 years? 

Mr. Dayton. I believe so, sir, if we are talking in terms of objec- 
tives set in 1948. 

Senator SmirH. Are you working on the basis of a package program 
because of the critical war situation ? 

Mr. Dayton. Yes, sir: we are working together on the Mutual De- 
fense Program. 
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Senator Wizry. Is there counterpart for the $493 million ? 

Ambassador Dunn. No counterpart is required. The counterpart 
of the $275 million gift can be used for internal improvements and 
military support, both creating jobs and providing economic help. 

Senator Witry. Are you using the $275 million counterpart for 
roads, and so forth ¢ 

Mr. Dayron. Yes; and for military support. 


SUCCESS OF ECA PROGRAM 


Senator SpaRKMAN. Do you feel that the aid pri 
been suecesstul ¢ 

Mr. Dayron. Yes, sir. 

Senator SpARKMAN. No qualifications ‘ 

Mr. Dayron. Yes; as it is not as successful as we could make it had 
we to do it all over again. In terms, however, of what we set out to 
do, it has been successful beyond our imagination. National events 
have, however, put a new light on everything, and what was importa 

vesterday is not so important today. Then, you must remember th 
the results of a great many things which have been started wil 
evident for some time. This is particularly true of the tax ref 
program, the whole land reform progr: um, the deve lopment and indu 
trialization of depressed areas, of basic public works, and reclama- 
tion. Further. the results achieved to date provide a firm foundcat 1On 
from which further progress can be made. I don’t know of any one 
in our organization, and I believe the Ambassador concurs 1 lv i 
this. who doesn't believe we have succeeded in doing \ 

to accomplish. 

Ambassador Dunn. In doing that we have prov ided 
doing these things which world events now require. Wh: 
done, more than the mone V, is the moral encour: iwement 
been created in this country and the revival of the vitality 
{ work. 

Senator HickeNLoorer. No question. 


ECA OBJECTIVES IN 1948 


Senator Gitterre. Mr. cme L understand you to say that your 
original goal, as vou conceived it, was a 4-year affair, and that with 
efficiency and effort, it has been Virtually completed in some 
and 3 months. You also said, I believe, that that effort had 
sulted inthe raising of the standard of livi Ing toany great extent 

Mr. Dayron. The standard of living has climbed to a fraction above 
that of 1938. You will remember that was our objective. At the 
time the original legislation was submitted to you, we “ not feel 
we could gain support for a program which was aimed at achieving 
a standard of living very much above that of prewar. 


PRESENT ECA GOALS 


Senator Gitterre. I also understood you to say, in reply to ques- 
tions of Senator Smith, that the changed conditions in the world and 
the threat of war had changed your goals. What do you consider to 
be your goal now / 
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Mr. Daywron. Internal and external security. This new goal re 
quires rearmament programs and sup porting economic programs. 

Senator GirLerrre. Is the economic portion to support a military 
effort ¢ 

Mr. Dayron. Yes, sir. 

Senator Ginterre. When do you conclude that there will be an 
end to economic aid, or r whe ‘1 do youe xpect to achie ve your hew goal y 

Mr. Dayron. I think the program will —— economic support as 
long as a major military effort is required, i. e., so long as a major 
portion of tax collections are going into the defense program. | 
don’t believe that a major military effort can be maintained at the 
expense of some economic progress, because the country is still on the 
border line between poverty and a reasonable measure of economic 
well-being. As regards the other part of your question, I think 
that will depend upon events, but perhaps Admiral Carney can bettei 
reply. 

Senator Gitterre. What I am trying to bring out for the anes 
is the purpose of the work you are trying to do, your goal as you 
now concelve It. It is to buili | up an economy he re whie h woul 1 sup 
port a military effort and cooperation with the NATO. Then, the 
whole purpose of your program, as originally conceived, has dis 
appeared ¢ 

Mr. Dayron. Ina large measure; ves, sir. I believe that ECA, as 
originally conceived, should be terminated on schedule. 

Senator Green. Do you see any need for continuing the two organ 
izations’ Could not military aid be given without continuing your 
organization / 

Mr. Dayron. I think you need some organization, regardless of 
what you call it, and it need not be ECA. I do not feel that after 
this fiscal year we should attempt to fool ourselves, or the Italians, 
by leaving the impression that our major purpose is economic coop 
eration, when it Is really military cooperation. 


ITALIAN TLOUSING PROBLEM 


Senator Brewsrer. You spoke of a housing problem of 7,000,000 
houses, 

Mr. Dayron. Seven million rooms, sir. 

Senator Brewsrer. You figure that it will cost 1,000,000 lire a room, 
or over S100 7 
Mr. Dayronr. It is over $1,000 because of the cost of acquisition of 
land. 

Senator Brewster. In Greece they are solving the housing problem 
by giving about $500 worth of material to farmers or families and 
letting the people build the house themselves. They got out at about 
$500 a house. 

Mr. Dayron. We are trying that in a small way here. So far we 
have put the equivalent of about $7,000,000 in ce unterpart funds into 
a program whe re the organization provides tools, transportation facil 
ities, and some raw materials to the people of a community. The lat- 
ter then pitch in and rebuild their own homes. We also have two 


other housing programs, one similar to our own HOLGC, and the other, 
t Public Works housing program. 
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Senator Brewsrer. Has the Greek program been tried and found 
economic here / 

Mr. Dayton. Yes. It was found effective, except that it is not too 
applicable in all areas. It has been particularly successful in the 
Abbruzzi and in agricultural areas, with the cost per room running 
about 350,000 lire, or in the neighborhood of $500. 


AMERICANS EMPLOYED IN ITALY 


Senator HickenLoorer. | think it would be helpful if we knew the 
total number of Americans employed in Italy now. Perhaps the 
Ambassador can answer this question. 

Mr. Lukas (Administrative Officer of the Embassy). There are 
$13 Americans employed in Rome in all the American agencies, and 
there are 408 dependents of these Americans. We also have 477 local 
Italian employees. 

Senator HickeNLoorper. How many Americans are there in the rest 
of Italy / 

Mr. Lit KAs. I don’t have it exactly, but it would be about 100 in the 
Consular Offices, ete. That would not include strictly military installa- 
tions not connected with the Embassy. 

Ambassador Dunn. There are no military outside of Rome. 

Senator Hicken Looper. There are 415 in Rome, and approximately 
100 outside of Rome. ‘That constitutes the entire sum total of Ame 
icans working for the Government of the United States in Italy- 
military or out of military ¢ 

Mr. Lukas. That includes all services except Ame 
to NATO and the military installation in Leghorn. 

Senator HickenLoorer. Do you have a substantial 
tary personnel stationed in Italy ¢ 

Admiral Carney. Only in the Military Advisory Group. 

Colonel Hanpy. We have 70 Americans attached to MAAG. This 
includes officers, E-M’s, and clerical help. 


WHAT CONDITIONS ARE ATTACHED TO MONEY RECEIVED M UNITED STATI 

Senator Green. | would iike an explanation of the fact 
Dayton finds so difficult to explain, What conditions 
money is received by the Italian Government from thi 
CGrovernment—are attached to its expenditure / 

Mr. Dayron. That it is spent for the purchase of equipment o1 
materials which are.a part of the agreed program. 

Senator Green. How far do you go to fix the details of the pro- 
eram / 

Mr. Darron. The exact items of machinery and tonnages, or other 
measures of raw materials. 

Senator GREEN. Is that all? Are there no conditions attached as 
to how it should be used ? 

Mr. DAYTON. Yes, for the production of items which we have reed 
should be manufactured. 

Senator CIREEN. Are there any other conditions attached as to pre- 
cisely how it should be used ? 
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Mr. Dayton. The counterpart of the dollars expended must be paid 
by the importer in lire and the counterpart thus collected goes into 
the fund, which is then 

Senator Green. If a private citizen gets the money to build a mill 
and he makes money must that money go into the counterpart fund ? 

Mr. Dayton. No, sir. He pays the c. i. f. equivalent of the equip- 
ment or raw materials and the profit he earns is his. 

Senator Green. If he receives money to build the mill, does the 
money go into the counterpart fund? 

Mr. Dayron. No: the United States gift is a gift to the Italian 
Government and the import resulting from this gift is paid for by 
the receiver and the funds go into the « counterpart fund. 

Senator Green. Are there any conditions made as to the amount 
he must pay in relation to the amount the Government pays? 

Mr. Dayron. Exactly the equivalent. He pays the equivalent 
in lire. 

Senator Green. Can he make what profit he chooses? Can he bor- 
row money and use it as he likes ¢ 

Mr. Dayron. Generally, ves: except that on the larger projects, 
cost and selling price factors are applied as a condition to approval of 
the project. 

Senator Green. Then he can borrow money from the Government 
to build a mill and he can do with it as he likes. If he makes 100- 
percent profit, can he keep it ? 

Mr. Dayron. Conditions in any way limiting profits are only ap- 
plied to large projects. Since only 5 or 6 percent of the industries of 
Italy have been ble to obtain loans, such conditions would not be 
practical. 

Senator Green. If the null gets money from the United States Gov- 
ernment, does it follow that the workman in that mill gets a cent more 

week from the manufacturer than he did before ? 

Mr. Darron. No, sir. It only means that with our help there will 
be a mill, and it only follows that he has a job, although he will not 
necessarily get more wages. 

Senator Green. Then how can vou explain to that workman that 
he is better off than he was before ¢ 

Mr. Dayron. In most instances he did not have a job before. 

Senator Green. I am referring to the same workman. I am trying 
to find out what happens when the mill owner thinks he will enlarge 
the plan and borrows money from the Italian Government. If he 
installs that equipment, he employs the same number of men. Are 
any conditions attached to make provision that as a result, he will get 
more ¢ 

Mr. Dayron. These are impossible conditions to practically 
apply. 

Senator Green. Oh, let it go. 


GRANTS FOR SHIPBUILDING IN TRIESTE 


Senator Brewster. I would like to ask about the grants for build- 
ing Italian ships in Trieste. Who gets the benefit of the grants that 
were made in those cases ¢ 
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Mr. Dayton. I am not sure that I can answer that question in detail 
for, as you know, there is an ECA mission in Trieste. 

Senator Brewster. But the Italian Government made the grants. 

Mr. Dayron. I don’t know whether the ag Government or 
AMG subsidized the construction of ships in Trieste. I do know 
that if they were built in Italy they would Sobabbe be subsidized for 

about 30 percent of the cost of construction. In Italy, 8 billion lire 

of the 1948-49 counterpart fund was used in the shipbuilding pro- 
gram. This program was designed by the Ministry of Merchant 
Marine as a part of the 4-year program for reconstruction of the 
italian merchant fleet. The 8 billion lire was used to cover a 30-per- 
cent subsidy of construction costs, as such costs here are about 30 per- 
cent above those of other European countries. 

Senator Brewster. Is that used out of counterpart funds for public 
or private Italian companies ¢ 

Mr. Dayron. Most of the shipyards and most of the shipping com- 
panies are publicly owned, i. e., the Government owns the shares. 

Senator Brewster. All the shares? 

Mr. Dayron. Most of them. These companies got into difliculties 
during the Mussolini regime or, rather the banks who were holding 
the companies’ shares got into difficulties, and Government holding 
companies were set up to take the shi ares off the banks’ hands. These 
holding companies probably own 75 percent of the stocks. 

Senator Brewster. Don’t you think private companies benetited 
from those grants 4 

Mr. Dayron. The operating companies benefited indirectly but the 
real benefit went to the workers and the builders of the ships. The 
operators, as a result of the subsidies, were able to obtain ships at com 
petitive prices. Very few of the ships which have been built in Italy 
or Trieste are in the North Atlantic trade. They are in the South 
Atlantic, Mediterranean, and eastern trade. The only ship which 
I know has gone into the North Atlantic trade and that only during 
the tourist season was the Conte Biancamano which was refitted with 
the loan of counterpart funds. 

Senator Brewsrer. In other words, the operators got them | 
and we have to make up the difference for our ships in ordet 
to compete with the Italian ships. 


ITALIAN UNEMPLOY MEN’ 


Senator Witry. You say there are still nearly 2 million unemployed. 
Now, you also said that probably o0 percent of the machinery and 
equipment has not yet been delivered. Now, if the 50 percent was 
delivered, how many unemployed do you think you would have ¢ i 
and when the 30 percent is delivered and the equipment is operating 
what percentage of the 2 million will that employ ¢ 

Mr. Dayron. We estimate the unemployment to be something un- 
der 2 million. In terms of employment we have thus far only been 
able to absorb an annual increase of 200,000 to 250,000 workers a year 
in addition to reducing the unemployment from around 214 million 
to its present figure. That has been a major accomplishment in itself. 
In addition to the new workers coming into the market each vear and 
the unemployed, we had at the beginning several hundred thousand 
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excess workers in plants. We expect that when all the machinery 
and equipment actually arrive, all of the excess workers will be fully 
employed, and that the unemployed figure can be still further 
reduced, 

Senator Smiru. Will we have the background on your program in 
our study of the legislation? How was the program prepared? Do 
you prepare figures here and submit them to Washington? Do you 
submit them tothe Joint Military Economic Board / 

Mr. Dayron. Yes, sir: you will have the background. The pro- 
gram was prepared by the country team here. It was then sent to 
Paris, ‘London, and to Washington, and has gone through several] 
revisions. 

Senator Green. We had better cut this short. Some of us are going 
to broadcast right away. (Informal discussion followed and the 
broadcast was post poned until later.) | Deleted. | 

Ambassador Dunn. I would like to present the military side headed 
up by Mr. Eicholz, Colonel Handy, Colonel Robertson, Commander 
Howatt for the Navy. 


STATEMENT BY ROBERT B. EICHOLZ, SPECIAL ASSISTANT, 
MUTUAL DEFENSE ASSISTANCE PROGRAM 


SUPPORT OF NATO OBJECTIVES 


Mr. Erenoiz. I think we are all convinced here that responsible 
civil and military elements in the present Government are sincerely 
and wholeheartedly in support of the objectives of the NATO and will 
try to do their utmost within the country’s economic capabilities to see 
to it that Italy contributes her proper share to mutual defense. As an 
earnest of their good intentions in the matter, the Italian Parliament 
has recently passed legislation authorizing the expenditure of an extra 
250 billion lire or 400 million dollars over and above their regular de 
fense budget. That is an increase of practically 80 percent, so that 
there are now available something over 900 million dollars for annual 
military expenditures and we have no reason to suppose that the 
increased availability of funds will not be continued. 

Senator Wirey. Will they collect it or is it in the red? 

Mr. Ercuouz. They are running on a deficit. The equipment that 
has already arrived has been received enthusiastically. There has 
been a noticeable improvement in the morale of all three services be- 
cause of the receipt of this material and, after all, confidence in equip- 
ment is a large factor in any army’s willingness to fight. It is also 
interesting to note, in connection with the interest that has been 
expressed in the power of the communists to sabotage in this country, 
that prior to the arrival of the first MDAP shipments, there Was a 
very loud and noisy campaign to interfere with the unloading. The 
Communist-controlled press and posters on the streets were full of 
statements to the effect that the American war material would be 
thrown into the sea. In point of fact, nothing happened. The equip- 
ment was unloaded and continues to be unloaded in perfect order 
with no real incidents whatsoever. 
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ITALIAN PEACE TREATY 


The two main problems that we have are: (1) the treaty. As 
Admiral Carney mentioned, it is perfectly true that, in terms of actual 
increased military potential within the next few months, there is no 
great hurry about revising military limitations of the treaty, because 
in major categories they are still not up to treaty-pe rnnitted strength. 
However, revision has very great psychologic: al import: ince Inasmuch 
as the Italians feel that, as long as the Western Powers eid to 
insist on the military clauses of the treaty, it is an indication that we 
don’t take Italian milit: ary potential and the Italian contribution vers 
seriously. Therefore, they have some difficulty in convincing their 
people of the necessity of the very real and imperative sacrifices in- 
volved in a large-se ale milit: ary program. Furthermore, there are 
certain very practical difficulties that the services are p against. 
The treaty only permits 350 planes—200 can be armed—it practically 
forbids all bombers; forbids submarines—and it forbids organized 
reserves that can be constantly and periodically trained to fill up 
cadres in the event of war. Furthermore, a necessary interpretation 
of the treaty practically forbids Italian industry to export war 
materials to other NATO countries. 


ITALIAN MANPOWER POTENTIAI 


This brings me to the second of our major problems. Of all North 
Atlantic Treaty countries in Europe, Italy probably possesses the 
greatest resources of presently idle, skilled manpower and in dustrial 


plant which can contribute very materially to increased military pro 
duction in Europe. We consider it a major part of our job to see 
that these potentialities are used to the fullest advantage by combin 
ino American assistance with the financing which the Italians can 
contribute, plus what the international organizations in London and 
Paris can work out by way of financial arrangements for mutual 
tr: ansfers of equipment bet wee 1) West tern European countries, The 
subject is an enormously complicated one and results so far have not 
approached what we would have hoped. Italian ability to finance 
this type of production is extremely limited, and other sources have 
not vel been properly developed. 

1 would be glad to answer any questions, Mr. Chairman 

Senator Winey. Are any plants in Communist sections / 

Mr. Ercnouz. Some of them are. There wouldn't be as n 
munists in those plants if the plants were busier. 

Senator Gitterrre. Are plans being made for integration 
portion of this force into NATO? . 

Mr. K1CHOLZ. Yes, there are now the equival nt of three civisions 
ready for st rvice and additional divisions will be ria available 
when their training and equipment have been completed. 

Senator Gitterre. Will that be for service outside of Italia 
ritory / 

Mr. Eicuoriz. Not at present, siz 
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ITALIAN DEFENSE BUDGET 


Senator Brewster. Can you give us the percentage of the budget 
for defense and the percentage of the gross national “income ¢ 

Mr. Ercnonz. I a that it is approximately 30 percent of the 
budget. This last year ran around 28 percent; next year 30 per- 
cent. Gross national sniiniel will be about 6.6 percent. 

Senator Brewster. If the Italians cannot support this, how can 
they support a heavier program if they remove the limitations of the 
treaty so as to start to build up? How are they going to support 
this / 

Ambassador Dunn. Of course there will be various sectors in which 
they could extend all their services; the expansion will be subject to 
limitation by their economic possibilities of course. But it is just as 
much in the moral and morale spheres that the treaty limitations 
should be removed. It would also be possible to exchange equipment— 
to supply equipment to other countries and receive in return certain 
equipment that those other countries produce. 

Senator Brewsrer. The economic burden will still remain. 

Mr. Ercunoiz. That is true, and one solution lies in attempting 
to convince the Italians that some additional burden can legitimately 
be undertaken. Furthermore, it would not be a one-way street. 
While the Italians were producing equipment for other countries, 
those same countries would be producing for Italy’s armed forces. 
Also, while the unemployed are now a drain on the budget, some of 
them could make soldiers. 


ANNUAL COST OF AN ITALIAN SOLDIER 


Senator Brewster. What does an Italian soldier cost a year / 

Colonel Harmony. Conscriptees who serve for 15 months get $2.70 
a month salary. 

Senator Brewster. Is that food and everything? 

Colonel Harmony. | haven't got the figure for clothing, food, 
equipment, lodging, but I will get it. 

Colonel Hanpy. Annual maintenance of a soldier totals $563. 

Senator Brewster. Exclusive of equipment? What’s the inclusive 
hgure ¢ 

Colonel Hanpy. This figure includes all factors in the table but I 
haven't got the table to answer your question. It is safe to assume 
that they are inclusive. 

Senator Brewster. You don’t think you can furnish him with all 
his equipment for that ¢ 

Colonel Hanpy. It costs $59 for individual weapons. 

Senator Green. Try to get the comparative cost of the Italian 
soldier. 

(Colonel Harmony subsequently reported that the total annual 
army budget divided by the strength of the army equals the sum of 
$1.200 which indicates the annual cost of an Italian soldier including 
his equipment. ) 
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STATEMENT BY COL. HAROLD F. HANDY, ACTING CHIEF, 
MILITARY ASSISTANCE ADVISORY GROUP 


Colonel Hanpy. I am the Chief of the Army section of the Military 
Assistance Advisory Group, which group I will henceforth term the 
“MAAG” because it is easier to say it that way. I am also function- 
ing, for the time being, as Chief of the entire MA AG, an interservice 
group. I will therefore speak in both anenieate. I will sketch 
briefly what we are here to do, how we are organized to do it, and 
what we have done. I will cover organization, ‘the current status of 
MDAP Army programs, training of the Italian Army under MDAP, 
the money value of MDAP end-item programs for the Italian Army as 
compared with Italian Army budgets, and pertinent matters concern- 
ing the Italian Army. 


STRENGTH OF MILITARY ASSISTANCE ADVISORY GROUP 


The present strength of the MAAG is 70; 30 are ene 
officers, divided about equally among the three services; 40 are enlisted 
men and clerical personnel. The MAAG’s major subdivisions are the 
service sections; that is, the Army, Navy, and Air Force sections. In 
addition, directly under the Chief of the MAAG there is a small 
receipt and turn-over section which is concerned with port operations 
involving MDAP cargo and effects the transfe r to the Italian Govern- 
ment of the title to that cargo. There is another small section which 
deals with the military aspects of military production in Italy. The 
internal organization of the three service sections is about the same 
for all three. The Army section, for example, has four branches 
program development, end-use, training, and requisitioning. 


FORMULATING AN END-ITEM PROGRAM 


When we are told to formulate an end-item program for a given 
fiscal year we are told how much United States money is likely to 
be available. The Program Development Branch calls upon the 
Italian general staff for a list of its arms-and-equipment deficiencies 
toward completing the equipment of units in being me of addi- 
tional units pk anned for organization during the fiscal year in question, 
The branch scrutinizes the resulting deficiency lists to e aaa ate un- 
necessary items and to reduce quantities as necessary in order to keep 
within financial limits. The Italian general staff is ap propriately 
consulted during this process. The refined list of deficiencies—*shop- 
ping list” if vou care to call it that—then goes to London for further 
scrutiny and for dovetailing into the programs of the other NATO 
nations. Thence it goes to Washington for still more refinement and 
subsequent transmittal to the Bureau of the Budget. By the time the 
end-item programs reach the Congress, they have been thoroughly 
sifted. The tentative program for the fiscal year 1952 is now in 
Washington awaiting congressional action. | Deleted. | 

The End-Use Branch makes prompt initial inspection of MDAP 
material in order to determine its condition on arrival. This branch 
continuously monitors the maintenance of MDAP equipment in the 
hands of troops and reports to me whether optimum use is being 
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made of the material. Its activities include a continuing scrutiny 
of the storage and warehousing of MDAP material in It: aly. The 
branch keeps itself currently informed as to Italian ¢ apabilities to 
repair arms and equipment of United States origin, and it gives 
technical advice to the Italian authorities when and as it deems neces- 


sary. The duties of this branch require its members to travel ex- 
tremely throughout Italy. 


FUNCTIONS OF TRAINING BRANCH 


The functions of the Training Branch are largely advisory. We 
are not a training mission: that is, our officers and men do not take 
active part in the training of the Italian Army. We give training to 
Italian military personnel through the medium of United States Army 
schools, both in the United States and in Germany, and by means of 
mobile training teams of specialists who come to Italy on a temporary 
basis and remain only as long as t] hey are needed. Thus far, 10v 
officers and noncommissioned officers of the Italian Army have re 
ceived training in schools in the United States, and 226 have received 
United States school training in Germany. In order to better acquaint 
the top Italian training people with United States Army training 
methods, we have sent the commandants of their five prine ipal service 
schools, together with their general staff colonel who is primarily con 
cerned with training, for 10-day visits to corresponding Army schools 
in the United States. MDA P training programs for the Italian Army 
are developed as follows: The Training Branch ascertains the desires 
of the Italian general staff for spaces in United States Army schools. 
The branch then ac justs these stated training requirements in accord 
ance with the financial facts of life and with its own conception of the 
training needs of the Italian Army. Courses are generally confined to 
technical matters; namely, maintenance and supply as related to ap 
propriate United States: arnis and equi pinent, \fter the traini he pro 
eram is formulated here in It: ily it is sent to I aia for further ad 
justment. JAMAG in fvaatiae then sends its approved version of 
the program to Washington and to the European Command in 
Germany. 

As soon as we receive the finally approved program for a given 
fis i? vear, we make known its content to the Italian general staif and 
invite them to select their students for the various courses. Selection 
of students is a serious problem for the Italians owing to the language 
cliflic ality, The prospective student must have enough command of 
English to assimilate instruction in that language, and must also 
possess suflicient grounding in the subject matter to enable him to keep 
up with the class. To find both qualifications in a single individual 
is not easy; English is not w idely poken in the Itctian Army. Be 
eause of this difficulty, the Italians have in several cases had to leave 
training spaces unfilled. It is noteworthy, however, that Itahan 
students have done very well in United States Army schools, several 
having stood close to the top of their classes. The Training Branch 
procures visas and security clearances for all prospective It: alian Army 
students. One of its chief responsibilities is to determine whether 
the Italian Army continues to make optimum use of the officers and 
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men who have received United States oe training. It is intended. 
of course, that such individuals shall be used as instructors in the 
Italian Army schools. This intent is, in general, being carried out. 
The Requisitioning Branch has many important json 
These are of somewhat lesser interest to you and I will save your 


ie 
by not enumerating them here unless vou so desire. | Delete d.] 


EVALUATING ITALIAN FORCES 


The Italian Alpine troops are among the world’s best. The armored 
brigade has high esprit and is improving rapidly. At this time the 
quality and strength of other Itahan Army units varies quite widely. 
The divisions at NATO disposal are of fairly good quality and moral 
I do not rate their present combat effectiveness as satisfac tory bee: 
of the war weary state of much of their equipment and because they 
have not yet had sufficient large-unit training. I would here 
parenthetically that the major impediments to training in the 
Army are lack of suitable large training areas, lack of motor fi 
lack of training ammunition. Effort by the Italians is under w; 


correct these conditions, but how Soon this effort W it] | UVrlhe satist LCLOrY 
results I cannot predict. You will notice that the present strength of 


I ti 


several of these divisions and other units is mae 


Luse 


rably below that 
authorized. This is hecessary because of the man power limits 
posed by the treaty. Owing to her conscription system, Italy has an 
estimated 750,000 basically Army reservists. It is necessary to 

ak ready to assimilate at least some of these men in 


event of sudden emergency. That is why several units are kept at low 


11h) 


nave 


the 


strength. A few words, if you please, about the effect of the present 


peace treaty upon the Italian Army. Wars are won with reserves, not 
with just those units which exist in peacetime. The treaty forbids t] 


\ ( 


Italian Army to have any organized reserves. It also forbids the 
military traning of any reservists, any police forces other than thi 
Carabinieri, and of anybody else who is not a member of the authorized 
armed forces. This means that the bulk of the trained manpower can 
not be ore@anized into units and there fore ¢ ‘ahnhot he of apprec ible 
use In emergency. It also means that basically trained reservists ca 
not be called up for refresher training with the new arms whicl 
is recei\ ing under MDAP. The maximum strengt hot thy A 
the treaty is 185,000. The actual strength fluctuates, of course, some- 
what above and below that figure: it is somewhat greater at this t 
owing to numbers of recently conscripted men now in the recruit tra 
ing centers. | Deleted. | 

(Colonel Handy submits the following additional information 
possible interest to the commiittee:) 


INFORMA ‘OST OF ITALIAN SOUL! 


(a) Base pay per month of private (H-2), $5.5, master 
second lieutenant (Q-1), S26: major (Q-4), S45 

(b) Additional remuneration per month for private is 5: 
is S57: second Lbeutenant is $03: major is SOO 

(¢) Consecript pay per month is $2.7. 

(d) Induetica cost is S264. 

(e) Annual maintenance cost is $563. This figure includes 
nye, medical care, clothing, and training costs 

(f) Average cost of individual weapons is S59. | Deleted | 
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Il. INFORMATION ON MILITARY SERVIC 


(a) Youth registers at 18 years, enters national service at 21. 

(b) Soldier passe; to general reserve category at end of conscript period 
and remains therein till 45 years old subject to general service if physically 
fit. 

(c) Suceessive categories are general reserve from end of conscript period 
until aged 45—static position reserve from age 45 until age 55. 

(d) Liability for reserve service ends at 55 years of age. 


STATEMENT BY COL. W. A. R. ROBERTSON, CHIEF, AVIATION 
SECTION, MILITARY ASSISTANCE ADVISORY GROUP 


Colonel Roperrson. Mr. Chairman, the Air Force Section of MAAG 
is organized along the same lines as the Army Section which Colonel 
Handy has just dealt with, so no further explanation will be necessary 
on my part. In my presentation I would like to use a few charts 
(copies of these charts will be forwarded) depicting graphically the 
points I should like to bring out. 


ORGANIZATION OF ITALIAN AIR FORCE HEADQUARTERS 


As you will note from this chart, the Italian Air Foree Head- 
quarters is organized into two organizations: (1), under the Chief 
of Staff, deals exclusive ly with operational matters; the other, under 
the Secretary General, is responsible for all administrative, personnel, 
and logistics matters. These two offices are on the same command 
level, and function through the means of coordination. This pro- 
cedure, not having one officer responsible for the entire organization, 
sometimes has a tendency to delay action, particularly on the a al 
side. In peacetime this system will operate fairly satisfactorily, but 
in the event of an emergency the units in the front lines would not 
receive the supplies and back-up necessary for a continued operation. 
The Italian Air Force is familiar with this problem and has assured 
me that they will do everything in their power once such an organiza- 
tion as SHAPE or Admiral Carney’s Staff publish a universal staff 
organization. 

Senator Winery. At what stage in the development of affairs do you 
think this should occur / 

Colonel Ropertson. We have already laid the ground work so far as 
the Italian Air Force is able to go without legislation in organizing 
all the units along United States Air Force lines at the base level. 
This is being done at the present time. 

Senator Smirn. Have they had any contacts with the units in 
Germany ¢ 

Colonel Roperrson. Yes, sir. As a matter of fact we have had sev- 
eral officers in training in Germany and have just had 10 of their top 
people, wing commanders, supply and operations people, undergo a 
10-day course of instruction with one of our fighter wings in Germany, 
each officer working alongside his opposite number. They returned 
very enthusiastic about the help and information they received. 





FOREIGN-AID PROGRAMS IN EUROPE LS7 
AIR FORCE HAMPERED BY PEACE TREATY 


As of the present the Air Force is seriously hampered by the Peace 
Treaty. | Deleted. | 

The peace treaty also precludes any reserves. This is necessarily 
fundamental inasmuch as a unit is only as strong as its sup porting 
elements in the rear. The conscriptees receive only basic training dur 
ing their period of service, which is approximately 14 months. This 
situation is further handicap ped inasmuch as the Air Force is pres 
ently charged with the operation of all airfields—commercial and 
military—within Italy. However, it is my understanding that 
italian Government is working toward setting up a civil organization 
which will relieve the military of this re sponsibility. 

Senator SMirH. Are we developing bases in Italy ¢ 

Colonel RopBERTSON. No. All mir bases are be ine deve ke 
y the Italian Government. [ Deleted. ] 

The peace treaty limits the Itahan air Force to 200 armed fighters 
and 150 in all other types including training. Bombardment aircraft 
are not authorized. These are being trained as the nucleus of the 
NATO force. They are equipped with United States-furnished F-51 
and B44 type aircraft. There are transports equipped generally with 
with obsolete Italian and some C-45 United States-type small air 
craft. We have planned, however, within the 1951-52 program for 
more suitable equipment. In addition to the above, there are air-se 


tne 


peat et 
i 


va 


rescue units equipped with small amphibious aircraft _ ape Ra 
an international organization and one squadron of naval air-equipped 
with antisubmarine warning aireraft operated under the Surisdiction 


( 


of the Air Force. 
MILITARY AID FURNISHED ITALY 


Major military items furnished under the 1950-51 MDAP program 
cost 36.6 aiaar of which we have received $5.4 ill O eceouaiet SD 
percent of the program, the major items of which were 100 Sts, 100 
additional engines for spares; 20 T-6’s and some radar equipment. 
For 1951 the cost has been estimated as $139 million, of which roughly 

} percent has been received, the major items being 75 F-47’s and 
jet a/e with spares. Proceeding through to the completion ot the 
SHAPE plan—-although due to fluctuation in prices in the United 
States it i very hard to give firm figures—we estimate that 
plete this plan will cost in the neighborhood of $1.5 billion. 

In closing I wish to point out that the Italian contribution shown 

on the chart includes only technical equipment and does not include 
the huge sums being spent by the Italian Air Force on such items as 
alaries, construction, training and other expansion programs. As 
presently planned, therefore, at the completion of the 1952 program 
we will have furnished to the Italian Air Force a large part of their 
requirements for modern type aircraft and the program as a whole 
will be roughly 3s) percent completed. 

Commander Howarr. | Deleted. | 

In view of the late hour I will just give you approximate 
orally and concentrate on a quick picture of the whole operation 

The position of Italy in the Mediterranean, a glance at the Wiad y 1 


to com- 


\ 
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be in the sense of keeping open sea lanes for the support of ground 
troops or whatever other forces were involved. This function in 
volves primarily escort of convoys, antisubmarine work, and keeping 
harbors open. Upon these three points we are concentrating most of 
our effort in assisting the Italian Navy. This escort and sea-lane job 
requires that the Italian Fleet be an escort- ‘type fleet and accordingly 
we are assisting them to become just that. The Italian prewar fleet 
was good, but it was quite destroyed by the war. The reduction in 


personnel forced by treaty requirements permitted elimination of low 
quality personnel and therefore the morale is high in the Italian Navy. 


ITALIAN NAVY LIMITED BY TREATY 


Keeping in mind the treaty limitations of 67,500 tons and 25,000 
personnel we are trying to get all of this tonnage absolutely service 
able and of high operating ability so that it may operate in conjunc 
tion with our ships if necessary and be a strong right arm. First, we 
are attempting to replace ships which are past trying to modernize. 
We have done this to the best of our ability by providing two ex-Amer 
ican destroyers, three ex-American destroyer escorts, LSSL’s and 
numerous ex-American small craft. Obviously this type of program 
is definitely limited. In addition new ships are being built by the 
Italians with assistance from our-AMP program. In this program, 
we provide them certain vital components for the buil ling of the 
ships and also certain necessary equipment. Second, we are reequip 
ping ships which are still very serviceable but quite obsolete from the 
technical point of view. Modern ships, for example, without radar 
are useless. We pros dn 13 1e completely manutaet red wi APONS, hye lp 
install it on their ships, and help them learn how to use them. [De 
leted.| In developing these ships. we are employing a heavy per 
centage of electronic material and automatic weapons. Third, we 
are training Italian naval personnel in the United States in how to 
properly use this American equipment. We have sent to the United 
States approximately 1,100 Italian officers and men of whom approxi 
mately 700 are already back working with the Italian Navy. 

Since the Italian Navy is heavy on antisubmarine work we are 
providing them with a considerable quantity of antisubmarine 
weapons. However, since the peace treaty prohibits the Italian Navy 
from having any submarines, we now find that although they are 
being given the necessary weapons they do not have anything to 
practice on. Although they can periodically work with an American 
submarine, the treaty is nevertheless a serious limitation in this 
connection. |{Deleted.| This fleet is operated by 25,000 men of 
whom 50 percent are conscripts and 50 percent are career, These 
men have everything it takes to build up the Navy which we are 
trving to help them to get into shape. 


PRESENT ITALIAN AVAL PROGRAM 


Program for 1950 and 1951: $95 million worth of equipment, ap 
proximately, of which approximately $37 million has already arrived. 
The 1952 program coming up 1 requested many more million dollars 
worth of equipment and as you know, none has arrived inasmuch as 
it has not yet been completely approved. We are assisting them in 
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the installation of this equipment as quickly as possible after it is 
received. However, as you know, it takes a long time to modernize 

i ship and a navy. The Italians are working as quickly as could 
ic reasonably expected and of their 67.500-ton navy, approximately 
one-third or 22,500 are in their yards at the present time receiving 
equipment for which planning had already been completed. I am 
convinced that if all of the equipment for their whole navy were 
to arrive pecotuae they would immediately tie 
navy and commerce installation. . 

Senator Winery. No questions. These men 

want to compliment them. 

Senator Smiru. No further questions. 

Senator SpakKMAN. No questions. 

Ser ator Hickrnioorer. None. 


| Deleted. | 


ip their whole 


have clone very well. 


CONSIDERING MODIFICATION OF PEACE TREATY 


Senator Brewster. This question ap — to all the services, but par- 
ticularly to the Air. Isn't it necessary to plan for a year or two 
in advance both on training personnel a program and material 
before you can accomplish your objective, and doesn’t that mean that 
the sooner this Italian Treaty could be modified the better? There 
would be a year or 1S months de ‘lay in any event after that came into 
effect. 

Colonel Roperrson. I personally feel that if we don’t get a re 
of the treaty, the Italian Air F orce can ‘t possibly do its job. 

Senator Brewster. Also, isn’t Italian potential in 
aircraft Important 4 

Colonel Roperrson. Yes. Further, although I didn’t mention it in 
my talk—for 1952 the Italian Air Force will have airplanes built in 
Italy. 

Senator Green. You stated you had one more witness, 
completes the military. 

Ambassador Dunn. I had one more, the Chief of the Information 
Section. And also the heads of sections such as agriculture, finance, 
labor are here in the event any one of the Senators might be particu- 
larly interested in talking to them. These officers will also be at the 
supper tonight, moreover, if anyone wants to make appointments to 
see them tomorrow. 

(Meeting adjourned.) 
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FRIDAY, JULY 20, 1951, 10:30 A. M. 


SUBCOMMITTEE OF THE COMMITTEE ON 
Foreign RevatiOns ON UNirep States Economic 
AND Minirary Assistance To Free Europe, 
American Embassy, Paris, France. 

Members of the subcommittee present at the hearing were: Senator 
Theodore Francis Green, chairman, and Senators McMahon, Spark- 
man, Gillette, Wiley, Smith of New Jersey, Hickenlooper, Lodge, and 
Brewster. 

Also present at the meeting were: Francis O. Wilcox, chief of staff, 
and Carl Marcy, staff associate, Senate Foreign Relations Committee; 
Assistant Secretary of State Jack McFall, Horace Smith, State De- 
partment Senate liaison officer, Col. Wade M. Fleisher, Defense De- 
partment escort officer; Mr. Nathaniel H. Goodrich, assistant general 
counsel, Department of Defense; and Col. Lyal C. Metheny, United 
States Army liaison officer, SHAPE, 


COUNTRY TEAM PRESENTATION: FRANCE 


Senator GreEeN. The meeting will come to order. 

We can call the witnesses in any order that you choose, and tell us 
something of the subject matter of the statement they will make. The 
witness can either read his prepared statement or deliver it un- 
prepared, and then our customary procedure in Washington will be 
followed. 

We will take turns in asking questions. Is that satisfactory ? 

Ambassador Bruce. That is excellent. I know that you don’t want 
abbreviations used. 

Senator Green. Not for the first time. 

Ambassador Bruce. This large army of people whom you see here, 
sir, represents 

Senator GREEN (interposing). All of this, this morning? 

Ambassador Bruce. No, they are not witnesses, but representatives 
from SHAPE, from the various American agencies—— 

Senator GREEN (interposing). SHAPE? 

Ambassador Bruce. The aprenne Headquarter Allied Powers in 
Europe, and other American organizations functioning here in Paris. 

On my right is Major General Richards, who is the head of the 
Military Assistance Advisory Group. 

On the other side of him is Mr. Parkman, who is Chief of the 
Economic Cooperation Administration for France. 

On his right is his deputy, Mr. ‘Timmons. 
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On my left is Mr. Tomlinson, special Treasury representative in 
Europe, and on his left is Mr. Bonsal, minister-counselor at the 
embassy. 

Mr. Chairman, if I may, I will make an informal statement and it 
will deal with conditions as they now are in France. 

Senator Green. In the beginning, would you mind telling us to 
what extent this is confidential ? 

Ambassador Bruce. The practice has been, if you are agreeable to 
it, to have a stenographic transcript of everything said, and at the 
conclusion of the meeting if there seems to be something that is classi- 
fied and should not be down for the record, we will use our discretion 
to eliminate it. 

Senator GREEN. Seems to whom? We have usually had somebody 
go over it, not in our group—— 

Ambassador Bruce (interposing). I would be very glad to take 
charge of it from our side. 

Senator GREEN. We want a complete record of the hearing, but mark 
very clearly the parts that are supposed to be secret. 

Ambassador Bruce. That will be done, and I think it will be some- 
what easier, since there will be few people to comment this morning, if 
each witness as he is called upon will indicate what should be off the 
record. 

Senator Green. That is for him to decide. We won't use it wntil it 
has been gone over. Sometimes they forget to say it is classified. 

Senator Brewster. I thought you followed the practice of having 
one complete master copy in the hands of the committee with né elimi 
nations. 

Senator Green. Maybe that copy should be complete, omitting the 
parts that are classified in the others distributed for members of the 
committee. 

Ambassador Bruce. That will be done. 

Senator Brewster. I think the idea—if the man has to constantly 
think of whether he has to say this or not, it would be found that it 
works much better if he can talk freely, and with one master copy, at 
their leisure they can mark what they think should be treated confi 
dential. 


STATEMENT BY HON. DAVID BRUCE, UNITED STATES AMBASSADOR 
TO FRANCE 


Ambassador Bruce. That will be done. 

If I may, I should like to make an informal statement. I would 
like to start it without addressing myself immediately to the specific 
situation in France which I will come to shortly afterward. The reason 
is that there is a development going on in Europe which has been in 
progress for sometime and is so intimately interwoven with the situa 
tion of France in relation to our own security interests that I think 
it well to bring it to your attention. I do it especially because when | 
appeared before your committee about 2 years ago in Washington, a 
creat many of the members were interested in this subject. At that 
time we had very little that we could say about it because very little 
had transpired in that field. 
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FRENCH LEADERSHIP IN UNIFYING WESTERN EUROPE 


The subject is western European integration, unification, federa- 
tion, or whatever one wants to call it. In that France has 
a position of leadership. 

What has been accomplished, although still fragmentary, is, it seems 
to me, not only of an encouraging but of a very significant nature. 
I am not going to try to describe anything in detail but want to men- 
tion the various steps which have been taken or are under contem- 
plation. 


assumed 


SCHUMAN PLAN 


The first and most publicized is the Schuman plan. That plan, as 
you recall, was an effort to bring together the great industrial pro- 
duction of the Ruhr Basin and the adjoining territories under one 
common system of control. It entailed the surrender of a very con- 
siderable measure of national sovereignty on the part of the nations 
adhering to the plan of whom there were six. 

It has been signed by governments and it is now awaiting ratifica- 
tion by parhaments, but the reason I mention it especially is because 
there is an implication connected with it which is very important 
from a security standpoint. 

It is the belief on the part of many people engaged in the formula- 
tion of that plan, that if you could control under a common authority 
the traditional war-making potential of the western part of the Con- 
tinent, you would go a long way toward bringing under control the 
ability of the affected nations to engage in war. 

Whether it will be ratified by the parliaments remains to be seen, 
but such prospects are excellent. 


A EUROPEAN ARMY 


The second step is now under consideration at a conference in Paris, 
but I think it will be of considerable interest to you. That is the idea 
of constituting a European army within the framework of the North 
Atlantic Treaty Organization. 

To this end, the conference commenced here in February to consider 
what was laid down by the then Prime Minister Pleven as the basis 
of discussion for the formation of such an army. The reason for it, or 
the reason why this idea was advanced, was that I think it was gen 
erally recognized not only at home but abroad that probably the key 
political question in Europe was how to deal with Germany. 

Germany had been the cause, the center, of most of the troubles 
which in the past had plagued us all and resulted in these distressing 
Wars. 

If Germany were to swing to the east we would be faced with a 
most unenviable situation. It is considered by the military authorities 
and others that it is absolutely a necessity to have some military con- 
tribution from Germany because otherwise the strains and stresses 
not only in manpower but on industrial potential would be so heavy 
on the other nations who presently constitute the membership of the 
North Atlantic Treaty Organization that the burden in the long run 
would become insupportable. Also, that effective military defense 
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against aggression can only be constituted with the participation and 
the active partnership of Germany. 

[ think the problem is easy to state but not easy to resolve. One 
possibility is to have a German national force within the framework 
of NATO, and the other is to try to have a force whose identity is so 
merged with the other forces constituting this alliance that in effect 
it would lose its national significance. 

As regards the first, which is the most practical one and the easiest 
one to contemplate, the great fear in that relation is that you would 
thereby re-create a German national army and a German general stiff. 

As regards the second, the fear is that, assuming that one would 
eventually arrive at a satisfactory conclusion, the amount of time 
that would have to be devoted and in the process lost to accomplish 
this end, would mean such a delay in bringing the German military 
contribution into the North Atlantic Treaty Alliance, that you would 
have sacrificed for the sake of an ideal what is almost immediately 
practicable. 

As things are presently shaping up in Paris, the European army 
conference will bring its deliberations to a close at the end of this 
week. A preliminary report will be rendered. 

Senator Green. Tomorrow ? 

Ambassador Bruce. Tomorrow. <A report will be rendered on 
Monday of next week. Prior to that, as you know, there had been 
put to the allied commissioners for consideration, the report of the 
so-called Petersburg Conference. 

Those reports, when the European conference is finally over, will 
be considered together. It is hoped that out of such considerations 
there will emerge a final decision which will have the wholehearted 
backing of the American Government. 

Unless any of you are particularly interested in the intricacies and 
techniques, some of which are difficult but not as difficult as those 
which gave rise to arguments in connection with the Schuman plan, 
I will drop the question of the European army at this point. 

I would, however, say this: It is a most remarkable thing that you 
can have, 5 years after the conclusion of the last war, a plan—especial- 
ly one in the military field seriously considered, and probably eventu- 
ally agreed to, by Germany and France—which would so identify 
the military interests of the people of those two countries, as to make 
them indistinguishable. There would be a common command. There 
would be a common staff, an integrated staff, which might include 
others than Germany and France, but the essence of it is that you 
would no longer have a French Army, no longer have a German 

Army, no longer an army contributed to on a national basis by those 
people who become participants in that plan. 


SIGNIFICANCE OF EUROPEAN ARMY 


If that took place, what would it mean to us? I think most im- 
portantly from our standpoint it would mean this: I assume that all 
of us someday would like to see the withdrawal from the Continent 
of as large a number of our forces as possble, if not in their totality. 
Secondly, we would like to get the burden of military support for this 
war effort as regards the Continent away from being a burden on the 
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American taxpayer. Thirdly, and probably the most important, as 
long as international conditions remain as they now are, we would 
like to leave behind us in that event a milit: ary force which would be 
capable, as far as one could foresee, of standing off any aggression 
which might threaten such a force or threaten our entire complex 
for a considerable time in the future. 

If one speculates on that prospect, I think it might be well to men- 
tion something which all of us are so familiar with. I don’t know in 
the course of your trip how much this has been elaborated on, but 
I know in Paris when you were talking to General Eise Sere - he 
said that he feels strongly about and discussed at some length what 
the great advant age 1s “which the Soviet Union possesses over us 
and by “us” I mean ‘the free peoples of the west. 

Fundamentally, I believe it is due to the fact that th ey have a cen- 
tralization of control, that when they issue an cole hat order is 
obeyed throughout all the territories over which they exercise control, 
that they can move swiftly to any desired end without taking the inter- 
mediate steps which are necessary in a democracy. Also, in some 
respects, they have a far greater efficiency than ours because of the 
unification of all of those elements which in modern d: iv warfare are 
necessary to the formulation, forwarding, and actual engagement of 
a military machine within the grip of a very small number of people. 

If you ‘look at what the nations of the North Atlantic Tr eaty Organ- 
ization have to offer. you have, of course, this overwhelming pre- 
ponderance in industrial production as well, which has been oe 
and can be converted to the manufacture of armaments. You have 
population which, leaving out ourselves and Canada, roughly amounts 
to about 175 million peop le. .With the addition of ourselves and 
Canada, you have another 167 million people. 

These people, in ability and skill are infinitely superior, as well as is 
their equipment, to anything which at the present time Russia exer- 
cises control over, but they suffer from this grave defect, that until 
very recently they have not been unified even in that measure which 
would enable them to bring their men, their resources, and their 
abilities to bear on the question of self-survival. 

The first step taken in that direction was, of course, the establish- 
ment of the North Atlantic Treaty Organization. That has growing 
pains which any new organization embracing such different national. 
ities, and with so many varying factors involved, would be naturally 
subject to. We have to assume that those difficulties will be worked 
out and that the NATO will function at least in the military field in 
an effective manner. 

The mere fact that there is a commander in chief ot it. an dl t hat 
he is General Eisenhower, I think is universally considered in Europe 
the greatest advantage it has. Organizationally speaking, the exist 
ence of that structure is the most hopeful and probably the most 
unique step which has ever been taken to unify people whose interests 
have traditionally been, and probably for a long time will continue to 
be in many respects conflicting. 

Now. toward that goal of unificat ion of the interests of the Western 
World, toward that aim of setting up a defense in Europe itself which 
would be satisfactory in the event of eventual withdrawal or at leas 
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a lessening of our contribution, we have, as I said, this prospect of a 
unification within a part of continental Europe. 

I recall very vividly some of the members of this committee at 
various times asking, “Is that sufficient? Can’t something better be 
done ¢” 

CONSIDERING A FEDERATION OF EUROPE 


If we eet launched on this topic, it would consume too much of 
your time, but I do believe this: In the whole history of modern civ 
ilization in E Aurope, no steps have ever been taken so remarkable, so 
revolutionary, as those which have been taken, and reached the point 
where they have now arrived, toward the formulation of what it is 
hoped on the part of those most interested in them will become a true 
federation of Europe. 

If you go further than that, vou begin to consider whether or not 
the North Atlantic Treaty Organization itself might not be a better 
instrument through which to carry this idea forward. Obviously it 
would be because of its far greater power, but there you have two 
considerations which must be given a great deal of attention. 

First, and probably the most difficult, is the fact that Great Britain 
has very serious difficulties in joing any continental federation, par 
tic ularly because of her responsibilities as a member of the British 
Commonwealth. Great Britain is reluctant to surrender any measure 
of her sovereignty unless it is matched by the equal surrender on the 
part of the U nited States. 

Second, within the North Atlantic Treaty Organization itself, by 
surrenders of sovereignty on the parts of the participants, you can 
arrive at any goal you wish, provided that the United States for its 
part, states how much sovereignty, if any, it is going to surrender. 

So I start from the premise that as it is not at all clear that our 
people desire a participation in that manner, then you must face, and 
you must try to arrive at, a solution which falls short of the ideal from 
an organizational standpoint but whereby you do the best that you 
can with your component elements. 

That solution, I believe, has come to a point where it promises 
extremely interesting consequences. With that, unless anybody wants 
to talk about it, I will drop the idea of European federation except 
to say one final word on it. 


THE COUNCIL OF EUROPI 


The Council of Europe, which sits at Strasbourg, has aroused 
g eat deal of interest all over the world. It has been particularly of 
interest to political figures in Western Europe. The membership of 
its Consultative Assembly is of a very high order. It has, however, 
thus far accomplished little. 

The reason for this, I think, is the fact that it is under the control 
of government ministers from the various participating countries. 
The Consultative Assembly has no powers, no legislative powers, nor 
is there any executive except the Council of Ministers which meet: 
only occasionally. The debates there, however, have touched upon 
almost every topic that could interest the various countries that are 
participants. They have been of a very high order. At the last ses 
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sion, the Consultative Assembly passed a resolution inviting members 
of the Canadian Parliament and both Houses of the American Con- 
gress to send representatives to its next meeting. 

Those of you who are thoroughly familiar with political affairs in 
Europe will probably not be particularly surprised at this action, 
but the resolution was adopted after long and continuous debate, and 

if we do send representatives I think they will find themselves in turn 
engaged in debates of a character which have probably never taken 
place in any pari: iment of the Western World. 

So there again you have a stirring. There are other organizations. 
A number of them devote their whole time, at least that of their execu 
lives, to this idea of the federation of Europe. 

Senator Lopgr. Before you leave that, I have been asked since I 
have been here about the Members of the United States Senate attend 
ing this conference in Strasbourg in the fall. Do you think that is 
desirable and important enough to justify ri at being done / 

Ambassador Bruce. Senator, I think it is desirable provided that 

ou think encouragement should be given rie anv idea—lI use the ae 
cali that might encourage European federation. 1 think : 
tendance at it might give rise to debates which in turn might inate 
the people who are so interested in pushing this organization into a 
more useful role to further that objective. 

Senator Lopcr. Thank you. 

Ambassador Bruce. As I said, just in passing, the organizations 
are innumerable. Loudenhove Kalergi who, as many of you know, is 
the head of the United States for Europe, has ¢ ‘alled a conference for 
next March in Paris to attempt to write a eee an constitution. 
The important thing is that underneath this, behind the scene which 
for so many years was one where you had a lot of national backdrops, 
where you could not fit them together, you have now got almost the 
cast of a play to carry that idea a little further, the cast of'a play that 
is beginning to learn its lines and some d: iy will be ready to come on 
the stage together. 

I want toapologize, Mr. Chairman, for the length of that. 

Senator Green. That is interesting, and we would be very glad 
to hear from you. 

Ambassador Bruce. To get down to specifies in France, I will run 
over that rapidly, if I may. 


OFFICE OF TILE PRESIDENT OF FRANC! 


You are all familiar with the French governmental system. The 
President of France is elected for a period of 7 years by both Houses 
of Parliament, the Parliament being bicamer: uw The President has 
no wide executive authority in the sense that the President of the 
United States has. He has great personal influence. He is the chief 
ce ‘remonial figure in France. Ile is also and in this respect he exer 
cises a very large measure of authority—the President of the French 
Union which is the ke ‘Vv institution formulated since the liberation for 
bringing into a single body the interests of all of the overseas terri 
tories of France together with those of the metropole. That includes 
protectorates, associated states, and colomes. President Auriol is the 
President of that aie iaehicknalikimmntias relating to it. 
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Probably as regards political affairs, his greatest responsibility is 
selecting a man to head a Cabinet. President Auriol presides over 
the Cabinet although he oe no vote. He can have a good deal of 
influence on its decisions but that influence has to be a personal rather 
than an official one. 

In the selection of a Prime Minister he has a very wide scope indeed 
and he also can help the man whom he has chosen to reconcile the con- 
flicting interests of parties and try to set up a government which will 
attain the necessary number of votes from the Assembly and be able 
to become operat ive. 


COUNCIL OF TITLE REPUBLIC 


In the Parliament there are two bodies. One is the Council of the 
Republic which is sometimes known as the Senate. The members of 
it are again, after a slight lapse, called Senators. There are 319 mem- 
bers in it. The largest smgle representation is that of what is called 
the Rally of the Republicans of the left. The next largest party is 
the Socialist, and the next largest is the deGaullist. Their numbers 
are not very far apart. The Communists, interestingly enough, have 
on ly iS seats in this body of 519. 

The Council of the Republic, very understandingly, is anxious to 
have its powers enlarged. At the present time it can block legislation. 
It can impede the speedy passage of legislation, but it cannot legislate 
itself. It possesses very little real authority. The members are elected 
for 6 years, not by a popular vote but by a very complicated procedure 
which gives in their selection the opportunity for the municipal 
officers, and the equivalent of our county officers at home as well as a 
restricted electorate, the chance in effect to name whom they would 
like. 

The intelligence of the members of that body is high. Many people 
feel that because of the restrictions that have been imposed on its 
functioning, France has lost a counterweight to the National Assem- 


bly which has possibly accentuated the instability of the political 
machinery here. 


FRENCH NATIONAL ASSEMBLY 


The real power in this country resides in the National Assembly, the 
Chamber of Deputies. There are 627 members of that Chamber rep- 
resenting metropolitan France and the overseas territories. In the 
election which took place last month, there was a considerable turn- 
over and the comparison is extremely interesting. 

The popular vote was very slightly reduced from that of 1946. The 
Communists in the previous assembly, which had 621 members—and 
the important Dine’ to bear in mind is that you needed 311 for a ma- 
jority vote—had 180 of those 621 representatives. In this Chamber 
they have 103 out of 627. 

In the previous Assembly the Socialists had 99 seats. 


In this one 
they have 107. 


The RGR, which is a loose federation of parties, the most prominent 
of which is the age al Socialist Party, in this Assembly has 90 seats 
as contrasted with 5! 

The greatest loss e seats apart from the Communists was suffered 
by the MRP which isthe Popular Republican Party. 


Its most promi- 
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nent members are Messrs. Bidault and Schuman. They had 143 seats 
in the preceding Assembly, and they now have 95. . 

On the other hand, the most startling addition was that of the 
Gaullists. The ¢raullists Party did not exist at the time of the preced- 
ing election. However, there was a eravitation toward the ideas of 
General deGaulle of 24 so-called pure deputie “i the preceding Parlia- 
ment. In this one, Gaullists now seesay 121 se 

This Assembly will serve for 5 years. There 


3 are constitutional 
provisions whereby it it can be dissolved ie IS months. It is difficult 
to do that. but if it were done, the French Nation would proceed to new 
elections, choose new representatives in the National Assemb!l and 


DLV. 
would have a new alinement of parties. 








FOREIGN POLICY AS AFFECTED BY PERSONNEL CIIANGES 


In spite of the seeming instability of the French system, their for 
eien policy has not been aabecatie affected bv al \ of the char wes 
in personnel of the Government. . , 

The reason I speak of the changes of the personnel in the Gove 
ment is this: Those central groups which have, since General deGaull 
resigned as a chief of the Government, occupied or controlled the 
Cabinet have not been united by any common polit tical principles 
They have been united, however, by common patriot and by the 


very natural desire under the circumstances to maintai 1s tanselivel in 
office against the Communists. 

The Communists, starting with 1947, have not been admitted to 
the Cabinet, so the Government of France has been carried on by 
this coalition of parties. It now appears, although there is no Prime 
Minister and Cabinet at the moment, that a gener ally similar 
tion probably will continue to carry on for an indefinite period 
now into the future. 

The weakness in it, of course, is the inability to act on legislation 
without the consent—usually painfully acquired—of parties to a 
coalition, which as I said before, have fundamentally very little in 
common in the way of principles as affecting domestic affairs. 

As we are dealing here today with American interests, 1 will con- 
fine myself from now on to foreign affairs. In that field, the last 
Parliament without a dissenting vote, except the solid eae of Com- 
munists, adopted a 3-year program for ~ rearmament of France. 
That program cannot be whittled away at by the onadin ng Parlia- 
ment except in regard to appropriations. Unlike ours, oerren 
many of these appropriations, once passed, regardless of the fiscal year 
in which they are spent, become obligatory on a successive government 
to see to it that the revenues are made available for those expendi- 
tures. 

I think at this point, if I might, we should pass on to the economic 
situation in France, which I will talk about briefly. 
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Il DESTRUCTION 


What have they to contribute? What can they contribute? What 
have they obligated themselves as our partners to do in the way of 
armament? Apart from a purely military contribution, and in- 
evitably the two have to be taken into consideration almost together, I 
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should like to tell you of the condition that France was in in 1944 
and 1945, and what it is today. 

[t is a long story, and many of you are thoroughly familiar with 
it, so T will pass over it, except to say this which I think is quite strik- 
ing, that the destruction in France as a result of World War I, both in 
regard to the number of departments affected and in regard to actual 
physical damage, was greater than it had been during World War I. 

As an instance of that, I would cite the fact that 2 million dwe ‘ings 
and factories were destroyed in World War II, half a million of which 
would be incapable of restoration because of the destruction being 
complete. The railroad lines, so far as central ones were concerned, 
were not only out of commission, but two-thirds of the rolling stock 
had either vanished in a physical sense forever, or disappeared ; that 
is, taken into other countries. The merchant marine was reduced by 
two-thirds. There were no bridges in existence, as Senator Lodge 
knows, on any main route in France, whether rail, canal, or road, 
outside of some of the largest cities, and in most of those, except Paris, 
there were very few bridges. 

The destruction, of course, came about for a variety of reasons 
and through various means. Industrial production had fallen at that 
point to about 40 percent of what it was in 1938, not a notably good 
year, and agricultural production had declined to about 75 percent of 
what it was in 1938. That would not have been so bad had there been 
present in the economy those elements which would have made a speedy 
recuperation possible. Industrial production actually declined very 
much further cine those stocks which had been used under German 
supervision to continue such factories as were still turning out pro- 
ducts, when rapidly exhausted could not be replaced. 

The French Treasury still had at its disposition about $2 billion 
in foreign exchange, chiefly gold and dollars, which it expended in 
order to bring into the country those imports, necessary to put indus- 
trial machinery into gear again, for which France had always been 
dependent on outside sources. 


FRENCH DEPENDENCE ON IMPORTED RAW MATERIALS 


France isa country with an extremely well-balanced economy except 
in one regard, and that is that it is dependent for its basic raw mate- 
rials on the outside world, especially on the hard currency countries. 
It imports about 90 percent of its rubber, of its cotton, of its wool, 
and of its petroleum. A very high percentage indeed of its nonferrous 
metals and a very high percentage of a great many minor commodities 
which, however, are necessary for the functioning of an industrial 
ope ‘ration, are imported. 

They are like ourselves, as General Eisenhower said the other day; 
if we were cut off from access to the undeveloped countries for our raw 
materials, we would be in a sorry plight indeed. 

The case in France is very much more striking because one of its 
difficulties even before the war was to get the necessary amount of 
foreign exchange in order to buy those commodities on which its whole 
industrial evolution necessarily rests. 
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FRENCH AGRICULTURAL SITUATION 


As regards agriculture, during the war there was a shift, a change 
in emphasis as to the crops to be produced, Especially In W heat, when 
the Germans fixed the price on wheat, the average farmer would go 
off and raise something else. They are like farmers all over the world, 
so there came to be an imbalance in the traditional economy of French 
agriculture, 

By 1946 the situation looked almost hope ‘less, espec ially because of 
inflation. In 1947 conditions here, especially financially because of 
inflation, were so desperate, as you recall, that we made an arrange 
ment to give them interim aid. That was succeede d by Ma ‘hall 
aid, 

Marshall plan aid, although it constituted 
annual resources which flowed into the Fren h 
95 percent being supplied by the French—did e1 
of those commodities which in = sag if woeod eh to restore the 
industry of this country and to bring agricultural producti 
to par. . 

So, unless I am mistaken, today you have an industrial 
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France of about 140 percent above what it was in 1938, and an 
agricultural production in slight excess of what it was in 1938. There 
Is one cautionary thing to say in this connection. 

Senator Winey. Industrial production ¢ 

Ambassador Bruce. Yes; and agricultural production about 
it was—1929 was the year in which the French = the r | 
tion. The rate that I have spoken of, and Mr. Parkman 
me if I am not being accurate, is only 10 percent as vi 
1929. The plant has been to a large extent restored 
reason why this industrial production cannot progre 
productivity and various other elements favorable 
France will be a considerable factor as regards ind 


what 
t produc- 


BALANCED ECONOMY IN FRANC} 


Now, what is the national income? After all. th 
portant thing. Is ee a rich or ; eee r country ¢ 
She possesses the orea adv: antage of ly wa col mtr) 
bly balanced fend ng One-third of the people are 
third are engaged in industries—these are 
one-third are employed in service oc upations 
one sort or another of our ow n, or in grovernme 
fact that one-third of them are actually $54 ‘ul 
of the people derive their livelihood di Th 
culture, makes for a stability in France gat ( 
It is apparent. 

The OTOSS national product here 
with our gross national product, feu 
$320 billion. In other words, it is less tha 

Senator Surry. What did you say tl 

Ambassador Bruce. S27 billion. In thi 
talk about comparative figures because 
on a calendar year basis. When you 
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our fiscal-year basis you have to make a projection to carry into the 
first half of our next fiscal year. That throws your figures off a little, 
but these are gener: ally accurate. 


GROSS NATIONAL PRODUCT 


The French gross national product, as I say, is $27 billion. The 
French national budget is about $10.2 150,000,000 for the calendar year 
1951. Toward meeting that national budget the French will collect 
approxim: itely $9 billion in taxes. That collection of taxes will rep- 
resent, ine luding social-security charges which enter into the tax sys- 
tem, about 32 percent of their gross national product. 

In the United Kingdom, the same figure on collection of taxes is 
about 35 percent of the gross national product. With us this year, 
assuming an addition in the way of a tax bill, it will amount to be- 
tween 25 and 26 percent of our gross national product. 

Now, I would hate to get charging along on figures because one can 
distort. them in practically every direction, but I think a few simple 
ones W ill give you some thing of the bac keround of what the real wealth 

1 France is. As now developed — 

Senator WILEy (interposing). Can you give that concretely? In 
regard to our own figures, on what do you base that? At what figures 
do you cite the French national product ? 

Ambassador Bruce. $320 billion. Our budget is computed at $76 
billion, with all elements that enter into it, including the military 
appropr iations to date. Those last figures are necessarily somewhat 
inaccurate because of the difference between the fiscal vear and ¢ al- 
endar year, and depending on what action may be taken in the 
Congress in the latter part of this year. 

Senator Loner. The French, 32 percent; the United Kingdom, 35 
percent. 

Ambassador Bruce. The United States includes State and local 
taxes which are not a problem here. 

Senator Winey. Where do you get that $320 billion figure? 

Ambassador Bruce. The projection we have been furnished from 
Washington on what our gross national product would be for the 
calendar year 1951 basis. 

Mr. Tomurnson. The National Bureau of Statistics. 

Senator Witey. Thirty-cent dollars? 

Ambassador Bruce. No Bureau of Statistics ever gets down to that. 
There is another figure which is an interesting one. If you will try 
to conceive of this gross national product in terms of individual 
wealth—make your division in that w: ay—the average wealth in France 
on that basis is about $675, and with us I think it figures out at about 
$2,100. When you begin to apply vour tax impact against that, then 
you get down to the residual. 


FRENCHIT APPROPRIATIONS FOR MILITARY PURPOSES 


I think it has been figured that the present appropriation for mill- 
tary purposes in France would take about $65 out of 8675. Let us take 
that as an example: It is not far off. In the United States the figure 
would be very much higher, but taking your whole tax system and 
applying your 52 percent and your 26 percent, the real importance 
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connected with that is this: Your residual left for spending, invest- 
ment, or whatever it may be, in a country where the total gross national 
product is very large is obviously far higher than it is in a country 
where the residue is much lower. 

There is a gap in the figures that I gave you between the budget 
figure and tax collections. That money must be furnished from some- 
where and to date that money has been furnished through Treasury 
accounts. Treasury accounts in this country mean floating short-term 
securities, by reaching into whatever savings and insurance de ‘posits 
may be available to the Government, and you close the gap by such 
types of deficit financing. The normal way to close it would be by 
borrowing from the people of the country. There is some borrowin 
being done and there are some internal loans which have been suc- 
cessful. However, it is absolutely inconceivable that—faced with the 
military budget that France is confronted with—they will possess 
enough attraction so that there will be this residue which I spoke 
about in large enough quantities, according to their present plan, to 
make possible this deficit financing without resorting to further in- 
flation. 

Now I come to the heart of this whole problem, which is the military 
one. General Richards will talk to you about what their preparations 
are and I will deal chiefly with the financial and economic side of it 

What are the French doing in regard to military appropriations 
and as to furnishing military forces? Until the time of the Korean 
War the French ground forces were equivalent about to our own 
in numbers. The French military budget, percentagewise and in 
relation to its gross national product, was in excess of our own. The 
French military budget for the year 1949, expressed in dollars, was 
$1,100 million. In 1950 it was $1,800 million. In 1951 it is $2,600 
million or 9.7 percent of the gross national product. The calucula- 
tions made on a calendar-year basis for presentation to the Congress 
in connection with the foreign-aid bill are that France will be capable 
of making an even greater effort in the m: agnitude of approximately 
5, 200 million in 1952. | Delted. | 

L am not going to dwell on that because it is something to be de 
cided in the future, except to say that there is involved a fundamental 
political question. The stand: rd of living in France for a large num- 
ber of people 1 is already too low. The reason—it is my personal opin- 
ion at least—for the great numbers who vote the Communist ticket 
at atime of a general election is because the ‘vy are dissatisfied with their 
economic or social lives. 


INFLATION AFFECTS DISTRIBUTION OF NATIONAL INCOME 


The chief cause of the inability to bring about a more equiti ible 
distribution of the national income has been the inflation which has 
persisted almost historically now in this country. 

The frane today has a purchasing value of about seven-tenths of 
| percent of what it had in 1914. That we can understand because 
other countries have suffered a loss in the value of their currencies 


and others have even depreei: jel entirely. But now 
country victorious in the First World War. Since thi 
value of the frane has depreciated so that now it is wort! 
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sixth of what it was in 1944. That inflation, starting after controls 
were lifted in 1918, has been constant from 1918 until 1949. It was 
finally stabilized in 1949 and has remained fairly stable to date. That 
stability rests on the ability of the Government, with the assistance 
of foreign aid, approximately to balance its payments and to carry on 
the ex penditures which are absolutely necessary, including those in 
the military field. 

Any disturbance which might reduce the wages of the industrial 
worker in France would play directly into the hands of the chronic 
and the skillful agitators who take their direction from the Commu- 
nist Party in Russia. Therefore, the t: ask of statesmanship in this 
country—and I dare say the same is true in Italy—is to balance your 
internal necessities with your external obligations so that you do not 
destroy your internal security in your attempt to pin down and to 
erect for yourself a defense of your external security. 

Senator Smiru. That might apply to the United States? 

Ambassador Bruce. It would apply to any country where you get 
so far that you ruin the framework or foundation upon which you 
rest and make that crumble away. This is particularly apposite in 
France. | Deleted. | 


THE “UNKNOWN WAR” IN INDOCHINA 


There is one other factor in regard to this program I should like to 
mention, especially in regard to the budget, and that is the factor of 
what I am more and more beginning to believe is the “unknown 
war’ —the war in Indochina. 

The people of France, strangely enough, have never been as well in- 


formed on this operation as they have been on the operations in 
Korea. There are about 165,000 men in the French Union forces in 
Indochina and out of the military budget that I spoke about of $2,600 
million, about $850 million this year will be spent in Indochina. 

About one-quarter of the French Navy is operating there. A very 
large part of the French merchant marine is engaged in ferrying 
troops and equipment back and forth. The French Treasury is ab- 
sorbing the inflation in Indochina by exchanging francs against 
piastras and in effect putting that inflation on the ‘French taxpayer 
through the metropolitan budget. 

As to the casualties there, the French Union troops have lost 29,000 
men, killed, to date, in the course of the conflict. They passed out 
pamphlets on the Fourteenth of July celebration the other day which 
named the different troops that were passing down the avenue, and 
among those units were graduates of St. Cyr. The St. Cyr graduates 
are most comparable to those of ours at West Point. Since the founda- 
tion of the academy, let us say since 1914, they have lost approximately 
7.000 officers. 

What I was surprised at was this: Of those officers they lost 1,500 
in the Second World War—I am speaking of killed alone—and 800 
in the war in Indochina. In other words, out of 29,000 dead in 
Indochina, 800 of them were St. Cyr officers. 

Not only because of the geographical location but also due to other 
considerations involved, that effort has obviously cut into what France 
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would otherwise have been able to furnish in this field in which we 
are so interested, the defense of the North Atlantic community. 

Approximately 165,000 of her best troops I should mention that 
these are all professionals and os draftees since you cannot be drafted 
and sent to Indochina—and 40 to 50 percent of her noncom’s and 
officers have gone there. That ae certain problems for the future 
as the need for forces in the west becomes larger. 

Primarily, that whole effort from the beginning has absorbed almost 
the total capacity to date of the French munitions manufacturing 
industry. If there were no war in Indochina, we figure that the 
French manufacture of armaments could be increased—because of the 
additional finances available for it—by approximately 300 percent. 
| Deleted. | 

Ambassador Bruce. Since the Ist of January of this vear. France 
has not had any revenues in Indochina. It is not particularly WT 
portant except th: at they have to continue to subsidize the oper: itions ot 
the native governments in the associated states of Indochina and that 
has been a dead loss since the time of the liberation. The loss has 
progressively increased aside from the maintenance of troops and 1 
included in the total that 1 gave you of a 8850 million which will go 
even higher in calendar 1952. 

For example, Senator, this year they are paying $115 million for 
equipment and the training of a native army. Of course, that is in 
addition to the maintenance of their own French Union forces. 

Senator Brewster. $850 million a year / 

Ambassador Bruce. $850 million a year. 

Senator Brewster. A year / 

Ambassador Bret CE. Yes. It will FO higher next year. 
au progressive increase because the forces this vear are highe 
than in any preceding | vear and amount to about 165.00 

Senator SMirn. Out of a total of $2,600 million 

Ambassador Bruce. Out of a total of 82.600 million. 
this: You know what the program is for the French. 

French raise this number of troops and still keep then 
view of the fact—expressed in dollars—this aproyp 
ment is so low ? 

It is estimated that the cost of maintaining a Fre 
approximately one-third of what it is to maintain one 
States Army. The basic factor there is that of pay. The pay of 
French draftee, or the pay of a volunteer in the French Army initially 
is 15 francesa day. That is slightly more than 44. cents. It was, until 
quite recently, 5 francs a day, or about 1 penny, and when they 1 
monstrated they were given this raise. The pay of a second Heute) 
in the American Army is about equivalent to the pay 
eral in the French Army. The pay of a draftec 
Army is about 61 times that of a private in the Frencl 

The reason I mention this is to show how they 
troops at such a comparatively low cost. It is qu 
situation cannot continue | 
continue oe of the 
officers and officers to take 
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LACK OF FRENCH OFFICERS 


One of the traditional schools from which they used to derive re- 
placements of very high grade officers was the Ecole Polytechnique, 
which next to St. Cyr, was the school or college contributing the 
greatest number of distinguished French penne to the Army. 

In the graduating class this year only one graduate elected to be- 
come an officer. As that impact begins to be felt in the military 
estab] ishment, you are going to have a larger part of the French 
budget devoted to paying for officers and troops, and therefore, un- 
less the over-all provision is enlarged, you are gomg to have fewer 
oflicers and troops, which is roughly the situation in the United King 
dom with its budget. 

Senator HickENLoorER. Do you attribute the failure of all of these 
gradi ates eX ept one to elect a military career to the economics of 
the situation, or to the revulsion against war, participation in war, 
and weariness with war? 

Ambassador Bruce. Entirely the economics of the situation be- 
cause of this: It is not a military school, to begin with, but it is an 
engineering school, and traditionally au great many graduates of that 
school shifted over to the military profession. St. Cyr, on the other 
hand, 1 s purely a military academy. The Ecole Polytechnique is not, 
se i w: as tl hinking in te rms of what attraction does the Army offer as 
a career? 


MILITARY EQUIPMENT IN INDOCHINA 


Senator McMauon. Mr, Chairman, is it proper form to ask a ques 
tion at this time / 

Senator Green. Are you willing? 

Ambassador Bruce. Yes, indeed. 

Senator McManon. Mr. Ambassador, it has been reported to me 
that the proportion of dud bombs in Indochina has been extraordi- 
narily high. Has any such intelligence come to you 4 

Ambassador Bruce. Not to me, but I will ask General Richards 
about it. 

General RicHarps. No. 

Ambassador Bruce. I hope that it is not true because we are now 
furnishing the largest part of them. 

Senator Brewster. I thought you said French munitions were de 
voted exclusively to that. 

Ambassador Bruce. I was speaking of the situation recently when 
they increased their forces, The bulk of their supphies has been going 
to Indochina. | Deleted. | 

Of course, the industrial manufacturing capacity of France for 
armaments had been largely idle since 1939 until the end of the war. 
The Germans had m: = no additions to it. Asa matter of fact, they 
removed most of the best machinery in the munitions plants. They 
did not start up again except insofar as it was necessary in the na 
tionalized munitions industry to give support to those armies in Indo 
china which were badly equipped and badly furnished with muni 
tions. What they had left over from the Second World War was 
cannibalized and sent to Indochina. The armament effort was in 
effect concentrated on the needs and necessities of an army engaged 
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in actual combat and very little was left for training in the metropole. 
That situation has been ameliorated as American end items have 
flowed here, and as some of these factories have turned out hard items 
destined for use in the metropole itself, which means for the support 
of the French contribution of NATO forces as distinguished from 
support for Indochinese forces. 

Senator Brewster. Then, do I understand that France is not sup- 
plying its forces in Indochina out of its own production / 

Ambassador Bruce. Not in their entitety. End items sent by 
have been extremely effective in Indochina. 

Aircraft we sent there, and quite a variety of things now being 
furnished by the United States have been effective. [| Deleted. | 


us 


EFFECT OF INDOCIIINESE WAR ON NATO 


Senator Green. Do you want to complete your statement, Mr. 
Ambassador, before further questioning ¢ 

Ambassador Bruce. No, sir; I don’t care. I have no definite state- 
-ment to make, but I will ramble on if you want. 

Senator Green. We want to hear from these others, too. 

Ambassador Bruce. I don’t want to cut them short. Let me see 
if there is anything else I might take up. 

Senator Loner. May I ask a question ? 

Senator Green. Certainly. 

Senator Loper. At the end of the war in Indochina, would it not 
lead directly to the success of a build-up of a North Atlantic force? 
Isn't that true ? 

Ambassador Bruce. I think completely. I think it would be a 
disaster if the French did not continue their effort in Indochina. 

Senator Loper. The sooner they bring it to a successful conclusion, 
the better it would be for NATO because then they could move —— 
forces here and increase their building of their army in Europe; is 
that true? 

Ambassador Bruce. That is correct. 

May I make one comment in regard to that? There has been in 
the newspapers over a period of time a great deal of discussion about 
whether or not,the French are attempting to preserve their position 
in a colonial sense in Indochina. I feel absolutely convinced that 
no reasonable Frenchmen—and the French are reasonable people as 
you know—would ever want to preserve their position in Indochina, 
if they could get off that hook. We have estimated, and we have had 
access to all of the data bearing on the subject, that if the French 
Government were to pay all French investors, including those who 
have lived there on farms, for the whole of their lives, their total 
investments with a profit in Indochina today, they could buy them 
off, make them happy, at a total cost of $250 million. 

In other words, if anyone believes that the French are protecting 
an investment in Indochina, he is a more foolish person than I think 
the French are. 

Senator Smiru. If it is no good to them, why are they fighting for 
it ¢ 
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FRENCH JUSTIFICATION OF INDOCHINESE WAR: ANTICOMMUNISM 


Ambassador Bruce. They think they are fighting the unknown 
war. They think they are carrying on the most important war in 
the world against communism and nobody understands what it means 
to them, and very few people are sympathetic with the necessity, as 
they see it, that this war be continued until the associated states in 
Indochina are in a situation to take over and administer that terri- 
tory, but above all to administer it in such a way that it would be 
secure against occups ition by the Communists. 

There is no question that if Indochina went, the fall of Burma and 
the fall of Thailand would be absolutely inevitable. No one can 
convince me, for what it is worth, that Malay wouldn’t follow shortly 
thereafter, and India, which has been obtuse, I think about the situa 
tion in Indochina, would not also find the Communists making infiltra 
tions dangerous to their continued existence as an entity. 

Senator GRren. Wasn't France fighting this war before the question 
of communism came in? 

Ambassador Bruce. They were fighting the war in 1945 and 1946, 
before communism seemed to be the dominating element in the struggle 
of the Nationalist Party which was headed by Ho Chi Minh. As 
the war progressed it became more and more evident that he was 
deriving his supplies and real backing from his Communist directors 
in Russia via China. 

Now, the situation has been clarified to such an extent that there is 
no question whatever as to the political issue involved. 

I would just like to make one more comment on it. General De- 
Lattre, the Commander in Chief and the Civil Administrator as well, 
has certainly bent every etlort that one can devote to the enterprise. 
to build up a native army which he hopes will be capable of taking 
over from the French Union Army. Indochina isa rich country. The 
associated states have within the loose framework of the French Union 
a charter from the French Government which gives them approxi 
mately the same position which is enjoyed within the British te ap 
by those states possessing dominion status. If one wants to look 
this thing realistically, 1 think that you would very quickly come to 
the belief, or adopt the thesis, that the Indochinese —and 1am speak 
ing now of the Vietnam, the members of the associated states, anti 
Communist group—will have to show a far greater ability to live 
up to the obligations of nationhood before it wil) be s afe to withdraw, 
whether it be French Union forces or any other foreign forces, from 
that country. 

They have had very little success, apart from reusing men, in engag 
ing the officer and noncommissioned officer classes who should be 
available to them in considerable numbers. That is the situation 
which prevails unfortunately in many of these countries which were 
colonial dependents for a long time and now are starting their nation 


hood. 
FRENCH POPULATION FACTS 
I don’t want to take up any more time, but I would like to say one 


final thing. This is merely a factual statement. If vou look at the 
present situation in France—and I shall not discuss the improvement 
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in morale here which after General Eisenhower’s arrival has progres- 
sively improved to a point where, in my estimate, it is at least satis- 
factory—you will be struck by the demographic consi deration of what 
has happened to the population in this country. The population of 
France from the time of the 19g increased more slowly than that 
of any other major country in Europe. From 1910 onward, there 
has been practically no inal at all until the last 3 vears. It is 
now going ahead at a rather rapid rate. It is stimulated perhaps 
somewhat by the very high bonus for babies and by the very high 
Increase In pay that the average worker gets as the size of bis family 
Increases. 

But leaving that out, France has at the present time the oldest 
population, I would imagine, west of Germany. 1 dont know what 
the comparison would be with Germany because I have no statistics 
on the pattern, but the losses of France in the First World War 
when it had a population of about 40 million people, were 1,400,000 
men killed. In addition to that, several hundred thousand were 
wounded, to a point where they were unable to carry on afterward in 
uny occupation whatsoever. In other words, the number of wounded, 
as you recall, ran into several million and many of them were incapac- 
itated for factory and agricultural work. 


FRENCH MANPOWER LOSSES, WORLD WAR II 


The reason I mention this is because I wanted to deal briefly with 
what happened to France in the Second World War, where one is 


often prone to think that this French Army, of whom later 1,800,000 
became prisoners, simply scuttled and ran away. But what I am 
thinking of most is the effect on France to sustain a renewed military 
effort. 

At the time of the initial German advance during the Second World 
War, there were 92,000 Frenchmen in the army killed. From the time 
of the liberation on, there were in the French Army, reconstituted 
and seattered, about 60,000 French killed. About 35.000 French men 
and women were executed for resistance, secret service, sabotage, and 
so forth. Sixty-five thousand French women and children were killed 
by air or artillery bombardment. Two hundred and forty thousand 
deportees from France were killed in Germany, Poland, or in territory 
under the control of the Germans. One million Frenchmen were locked 
up in prison during the whole time of the war. One million and eight 
hundred thousand were incarcerated for varying periods. The death 
from disease among them was very high. 

Figured in any way that you want to look at it, leaving out the 
effect on the prisoners, the French manpower ae a small number 
of these were women—during the Second World War were approxi- 
mately one-half million men. So when you eet to a consideration 
of your military classes available for service in France, you have to 
recollect that most of these losses took place among the men who would 
still be of military age. You have a marked decline, for example, in 
the age limit of 21 to 31. 

In spite of that, the French Army at the end of 1951—the actual 
troops on active status—will be about as large as the French Army 
was when the war commenced in 1939. 
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General Richards is going to talk to you about this, but I think 
it is something that one should bear firmly in mind. The French 
Army, let us say, projected to December 31, on active status will be 
equivalent to or larger than it was before the Second World War, and 
I would say, General, about the same size as before the First World 
War in spite of these terrific losses. When you get into the question 
of reserves, you will find in this projected military program—and I 
am stating this for your information—that the French Army will 
represent a contribution which, as compared with that of any other 
country in the North Atlantic Treaty alliance including our own, on 
a populati on basis, is the largest and the most significant which is 
made in the real end material; that is, human lives. You will find 
it is the largest of any partner in the North Atlantic Treaty alliance. 
And also, except for ourselves, its military budget in relation to re- 
sources is the largest in NATO. 

If I may, unless there are questions directed to me personally, 
would like General Richards to show the military situation as it 
exists. 

Senator GREEN. If there are no questions, we would like to proceed, 

Senator Lope. Mr. Chairman, I am serry to say that I have an 
engagement and have to leave, but I want to commend Ambassador 
Bruce for hia statement. 


COLONIALIZATION WITH RESPECT TO INDOCHINA 


Senator Green. I would like to resume my previous question in 
another form. It is this: I do not see how we can justify the war in 


Indochina on the part of France against Communists when there 
weren't any Communists at the time the war was conducted a few years 
ago. There must have been some other motive. Wasn’t that colonial- 
ization ¢ 

Ambassador Bruce. I think there was a great consideration of pres- 
tige, colonization, and protection of French interests as a motivating 
force in the French trying to repossess Indochina after the occupation 

of *4e Japanese. 

Senator GREEN. In your opinion, is there any hope of reviving that 
colonial interest ? 

Ambassador Bruce. None whatever, in my opinion, Senator. 

Senator Green. Most of these colonial—— 

Ambassador Bruce (interposing). Indochina, from the point of 
view of French colonialism, is as dead as mutton. It is no longer of 
a political or sentimental interest to France. If they could ever get 
the associated states to erect sufficient defenses to keep that peninsula 
from being overrun by the Communists, it would be the most popular 
thing any French Government could do. 

Senator Green. Not communism, but against any change in gov- 
ernment ¢ 

Ambassador Bruce. That is a difficult question to answer. It is 
generally believed, I think, by our own people at the Pentagon that 
Ho Chi Minh is an instrument—if in fact he still exists and if he has 
not been replaced by the Communists, or is dead—of the Communists. 
I would be inclined to take that view for this reason: I think that of 
all the prizes Russia could bite off in the east, the possession of Indo- 
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china would be the most valuable and in the long run would be the 
most crucial one from the standpoint of the interests of the west 
intheeast. That would be true not because of the flow of rice, rubber. 
and so forth, which normally took place from that particular posses- 
sion, but because it is the only place where any ' ar is now san 
conducted to try to suppress the overtak ing of the whole area of 
southeast Asia by the Communists. 

From the strategic standpoint, I don’t personally believe that Korea 
bears comparison in importance to the capture by the Communists 
of Indochina. 

Senator Smirn. The fact remains, if | may suggest, when I was in 
Ireland last year the representatives from Indochina, and some of 
those places, were accusing us of being partners with France in a 
colonial venture in that area. That is one of the dangers in that 
picture. 

Ll agree with you that France has forgotten the colonial end of it, 
but as Senator Green suggested, there is a colonial atmosphere of t 
thing that handicaps us in our efforts in the Far East. 

Ambassador Bruce. There is no question about it and that is why 
the recruitment, equipment, and actual getting into fighting trim of 
natives to replace the French Union Army is of such great, great 
importance. | Deleted. | 

Our only contribution to date started last year and running through 
the calendar year it is solely in end items together with a smal] amount 
of Economic Cooperation aid. 

You must remember, Senator, that when the French went back into 
Indochina after it was occupied by the Japanese, they were faced 
with the situation where the insurgents had a dual objective. One 
was to get rid of the Japanese and the other was to get rid of the 
Europeans. 

Senator GREEN. Nationalities / 

Ambassador Bruce. It was a nationalism movement: they came 
close to making an agreement in 1947, I believe it was as late as that, 
with Ho Chi Minh to recognize the aspirations of the nationalist 
movement. By that time, or soon thereafter, there was a cleavage 
within the nationalist movement itself and Ho Chi Minh veered more 
and more toward the Communists and the true nationalists were 
exposing themselves more and more in the way of fighting here. 


EVOLUTION IN FRENCH THOUGHT ON COLONIALIZATION 


The interesting transition or development which has taken place in 
the 3 years I have been in France is the complete turn around in their 
desire to maintain some sort of at least tenuous hold for the future 
on Indochina and now the present desire to get out of Indochina and 
to evacuate their troops as fast as they possibly can cancel their 
investment and say “Good-by.” 

It is the best thing that could ever happen to France from a great 
many points of view. They are not only tying up military forces 
and money, but an enormous amount of energy, brains, and entailing 
so many complications of a political nature. 

Senator Green. Although the nature of our aid to France is limited, 
vet we have succeeded in identifying ourselves with French colonial 
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ambitions in the minds of the natives. That pertains not only to 
Indochina but to the Far East. 

Ambassador Bruce. That I hear is the thesis of Nehru. I question 
it. His philosophy is that it is better to have, as I understand it, a 
country in the Far East taken over by the Communists than it is to 
have any support to nationalists from an army of European troops 
fighting against the Communists. 

Senator Gitterre. I know that you are anxious to go on with your 
program, but I would like to ask a question in connection with this 
very fine presentation. At what point did the concept of the French 
Government change from that of protecting investments and protect- 
ing the colonial empire, to the character of the boy with the finger in 
the dike holding the tide of communism back for the free world ? 

Ambassador Bruce. I think the evolution has taken place in the 
thinking of all of the continental countries that have colonial posses- 
sions. The rising tide of nationalism is so strong that it could not 
be disregarded and they thought that the best thing to do was to give 
in to it and try to adapt oneself to what it would entail in the future. 
As a result of that, President Auriol, who is a Socialist and one of the 
least imperial-minded men that I know, used that instrument of the 
French Union to try to preserve the political affiliation between the 
three associated states in Indochina and metropolitan France on a 
dominion status. 


INDOCHINESE ATTITUDE TOWARD PRESENT SITUATION 


The Indochinese themselves are happy up to the present time with 


that arrangement because they are not ready yet to take over complete 
nationhood. Under the treaty which embodies these concepts, as of 
the first of last year, for example, all French civil servants were with- 
drawn from Indochina except as the native governments might wish to 
employ them on their own payrolls. 

The Indochinese Associated States have not wanted a complete with- 
drawal of the French either in the military or other fields until they 
were sure that financially, economically, and militarily they could 
stand on their own. If they have the determination, if they have the 
ability to conduct their government, to set up, to create, and to carry 
forward the operations of a nation, I don’t know of any country where 
it would be easier of accomplishment because Indochina is a self-sus- 
taining country. 

It does not need anything from outsiders, as far as one can foresee, 
_ ace is restored within its borders. 

reneral Ricruarps. I would like to explain briefly France’s stature 
at the present time, as we see it, with respect to possible mobilization. 
This pertains to World War I, World War IT, and the potentialities 
at the present time. In April of 1914 France had 884,000 personnel 
in her regular establishment and she mobilized subsequent to that time, 
in August of 1914, 3,781,000 men. Due to her terrific losses on the 
northeastern fronts, her active forces dropped in April, and when we 
went to war, to roughly 3,000,000, Subsequently, she inducted into 
the service, and had fighting. a total of 4,000,000 men. 
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FRENCH MOBILIZATIONS 


During that period, as the Ambassador said, between 1,500,000 and 
1,400,000 men were killed. So that France mobilized at that particular 
time, with all of her killed and living. a total of 5400,000 men. Prior 
to world war in 1939, she had 856,000 men in her regular establish- 
ment. 

In 1939 after mobilization, she had a total of 6,000,000. In each 
case, as far as the army was concerned, she had about 113 to 118 divi- 
sions. I would like to dwell a little bit on that. You can recognize 
the potential of France in having produced in two world wars roughly 
115 army divisions and if she had to produce the same number at the 
present time, in the hope that there will not be another war. Roughly 
this 6,000,000 that the Ambassador mentioned, 91,000 were killed in 
initial combat and 1,800,000 taken prisoners. That left roughly about 
4,200,000 of which 3,800,000 surrendered at the time of the armistice. 

I would like to call attention to the fact that when she was supposed 
to be at peace with Germany there were still 1,000,000 persons in one 
form or another actually battling with the Germans, ranging roughly 
from 375,000 troops fighting with the Alhes to 200,000 in the resist- 
ance movement. In addition there were 200,000 unorganized making 
for a total of a million supposedly at peace with the Germans, but 
resisting. [Deleted.] 

At present France has approximately 750,000 in her active armed 
forces and has at least an equal number in trained reserves. 


FRENCHLE WILL TO FIGHT 


Senator Witry. Isn't the real issue whether or not the morale now 
is different from that when the other figure surrendered‘ Is there 
the will to resist? There is another element in this picture, to put 
the “iron” into them. Are they in the same condition they were 
back there when the 3,000,000 existed 4 

General Ricuarps. May I answer your question when I show the 
next chart ¢ 

We think that there is the will to fight throughout the whole 
nation, particularly in the armed service, but I will explain that in 
the next chart. 

Now talking with the French military personnel and their staffs, 
and seeing whether this is the ultimate potential, we reminded them 
that they “have possessions in North Africa which could furnish ad- 
ditional personnel, and they replied that substantial additional forces 
could be furnished by North Africa. 

Senator Winey (interposing). May I suggest that my question is 
more psychological. 

BATTLE OF FRANCE 


General Ricuarps. Yes, I will answer that after this next chart. 

This, whether right or wrong, is France’s explanation as to why 
she lost World War II. The original plan was known as the Gamelin 
plan which was agreed to by the British General Staff—Mr. Churchill 
tried to excuse this in part by stating that in a paper written by 
the British chiefs of staff in 1939 “it had been affirmed that un- 
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less the Belgians were effectively holding their front on the Meuse 
and the Albert Canal, it would be wrong for the British and French 
to rush to their aid; but that they should rather stand firm on the 
French frontier, or, at the most, swing their left slightly forward 
to the line of the Scheldt.” Plan D was.a plan whereby the * ans 
would defend on the line of the Albert Canal for at least - t days. 
During that period the British and the French armies, massed on the 
Belgian border, would move forward to the line at Antwerp, Namur, 
and then the river. Then there is also the Maginot line. 

The rest of that they felt was pretty well secure, but there were 
roughly 40 divisions in this sector of the line, 33 plus 13 divisions 
in this sector, plus 29 in reserve. Of that, 10 were subject to call 
by these commanders. 

The war started on the 10th of May and the Belgians held for 2 
days on their line when they yelled for help. 

These forces started moving forward on the 13th of May. when 
everything which was the flower of the French and British Armies was 
well committed. The Germans put their main attack there. These 
10 divisions, some of those that were at the disposal of these com- 
manders, had been partially committed. Of the 19 remaining, 1 of 
them was motor ized, and the other 18 were on a single rail line which 
took them from 3 to 4 days to move to any part of the front. 

So the general studies of the French at the present time are to 
the effect that the war was lost before it ever started. Now, the indi- 
vidual bravery of the French soldier has been attested to by the 
losses of which we have all spoken. Many of us have gone around to 
these French armed forces. I have visited them all over France, 
Germany and in North Africa. They have a will to fight and they 
have a will to build themselves up and their objective is to attain 
the international stature which they had in 1914. 

Then they were regarded as one of the foremost military powers 
of the world. We have talked to individual conscripts and we have 
some 50 officers who are continually visiting French outfits; they 
all report the same thing. The conscripts, officers, and men in the 
army and navy have the will to fight. They just need equipment. 


EXPLAINING FRENCH COMMUNIST VOTE 


Senator Brewster. How do you explain that one-third of the French 
people voted Communist ? 

General Ricnarps. I think the Ambassador explained that fact. 

They are voting against something in power. The actual Commu- 
nists here who do anything are very small. I can give you a good 
example. They were going to stop shipments into Cherbourg. They 
were printing in Humanite how they were going to stop the MD. AP 
equipme nt from arriving. When the equipment arrived there were 
10 or 20 individuals at Cherbourg distributing handbills, Communist 
propaganda. There was not a single interference with any of the 
unloadings or distributions that we have had. The dock workers 
there had been requested to join the unions. In fact, they were 
to be paid, I think, a thousand franes to attend the Communist meet- 
ings there. They were to be given 3 days’ pay a week, if they wouldn't 
unload MDAP cargoes. They attended the Communist meetings, took 
the thousand franes, and still unloaded MDAP cargoes. 
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Senator Brewster. You have no doubt that these men will fight 
even though they vote against the Government, and what seems to 
everybody outside a Communist ticket? It doesn’t mean anything? 

General Riciarps. It doesn’t mean a thing. 

Senator Brewster. That takes a lot of explaining back in the United 
States because it doesn’t seem credible, from my knowledge. 

General Ricuarps. They are just against the “in’s” 

Senator Witry. The expl: ination that was given to us also in Italy, 
in relation to the most prosperous part of Italy—the northern part— 
was that they were voting as you say. But the point that we want to 
be sure of here is Catholic France and Catholic Italy. Certainly, if 
there is any religious group that is supposed to be against Communists, 
it is the Catholics, but now if they are so fearful of their economic 
status, and if there should be a lunge forward by the Communists, they 
certainly know or ought to know that unless they have been psycholog- 
ically poisoned. That is the thing that I was approaching when I felt 
we should have an explanation as to the morale, whether there is this 
poisoning that has gone on that will so weaken them that in case of an 
attack you have the same thing that happened back there when there 
was only a fight between Germany and France. God knows they 
hated each other enough. There was a will to fight there, but appar- 
ently here there was not. 

General RicHarps. There was not in World War IT a will to fight ? 

Senator Green. Mr. Ambassador, these questions are interesting 
but I am afraid we are interrupting the presentation of General 
Richards, 1 think we should postpone our questions until he has con- 
cluded. 

Senator Winey. I have been very patient this morning but I would 
insist that I have that explained. 

General Ricuarps. We insist there was a will to fight in World Wat 
Il. I know that they infiltrated air production to a great extent, 
slowed it down, but those who actually were engaged in battle did a 
wonderful job for themselves and the losses were alinost 25 percent of 
those actually fighting. 

Ambassador Bruce. May I suggest, Senator, when he gets through, 
that if you would like to take up this question of communism I would 
like to say a few words along somewhat different lines. 

Senator Green. Take charge of the presentation and your witness. 

Ambassador Bruce. All right. General, what is next ? 

General Ricuarps. The next thing is the real mobilization of France. 
It depends on how much time the Senators wish to spend here. 

Ambassador Bruce. What is your wish in regard to that 

Senator Green. I will give you the opportunity of presenting the 
witnesses whose testimony you think will be the most v: a ible to us. 

Senator Smirn. I think that is very important, Mr. Chairman. 

Ambassador Bruce. Proceed, General. 


STATEMENT BY MAJ. GEN. GEORGE J. RICHARDS, MILITARY 
ASSISTANCE ADVISORY GROUP 


General Ricwarps. I think you have all heard from the various 
MAAG’s regarding their own organization. That is similar where 
we have a Chief of MAAG with an army, navy, and air force section, 
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so I will eliminate, unless someone wishes otherwise, a description of 
the Military Assistance Advisory Group. 


MILITARY AID TO FRANCE 


We have been receiving under the Military Assistance Advisory Pro- 
gram, shipments from the United States as shown by this green and 
red curve which up to the present time have amounted to a total of 
208,000 long tons. You may see a figure which is different from that 
which is measurement tons, but the French ship the equipment, which 
arrives here by rail largely, so that we have gone to long tons. 

This is 208,000 long tons. The equipment varies. The major por- 
tion of it has come for the Army. Some 191,000 tons are ordnance 
supplies, 7,000 engineer, 3,000 Navy, 3,000 Air, and 2,000 signal. That 
accounts for practically all of this tonnage. You see by the grade 
of the curve the increase from one month to another. This was quite 
a large shipment in April because of the arrival of two or three ships 
loaded with ammunition. | Deleted. | 

Most of the cargo arrives at Cherbourg, and is shipped out on the 
principal rail lines that you see here. The cargo is sent out on guarded 
trains. There isa guard on-each one of the trains and the prefect of 
police officer in each one of the areas is held personally responsible for 
the safety of that train as it passes through his area. 

There has thus far been no instances of sabotage in the shipments 
of this cargo. At any rate, that is the case and these are the principal 
lines with a cross line between Bordeaux and Marseilles. | Deleted. | 

Those are trained reserves who actually have a mobilization assign- 
ment to an organization, who join the army of these men and are on 
the rolls. After notification to report to their organization they are 
actually assigned to a definite unit and know where they are going to 
go. [Deleted.] These are the partially trained reserves who, with 
a little additional training such as reserve training or even if a truck 
driver were needed in a pinch, can be taken and put on the roll— 
until we reach about here—and then they have to be given their 
addition training. 

These men, I want to emphasize, actually have mobilization assign- 
ments. 

Senator GitLerre. Do they have equipment ? 

General Ricwarps. No, sir; they don’t have equipment and that is 
the major problem at the present time. I will show you the equipment 
pic ture in a minute. 

These at the top are the additional mobilizable and not trained so 
far as the army is concerned. There is a similar grouping for Air 


Force and the Navy. | Deleted. | 


MDAP SHIPMENTS TO FRANCE 


In the 1951 program which you have approved, and which is just 
starting to come, it is slightly smaller than the 1950 period because 
of the fact that much of this was given to the French for only its value 
in getting it out of the ware shouses, putting it in shape. and so forth. 

Five percent of the 1950 procurement has arrived in France. We 
expect the remainder between now and the end of 1951. This is 1951 
equipment as you see it here; the 1952 requests from the Congress. 
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Now, this requirement you see here is the peacetime requireme nt to 
mobilize a division, 1 year’s peacetime replacement, and 3 months’ war- 
time replacement. You can see here from the colored portion versus 
the white portion the extent of the French military establishment 
Which will be armed with equipment all the way up the line. | De- 
leted. | 

Now, Senator Wiley, that is an answer, in part. to your question also. 
| Deleted. | 

There is the will and they are anxious to get equipment and arm 
themselves and get back to this 1914 standard about which I spoke. 
Those nations which are helping the western nations of Europe cannot 
do too much to help build them up because that is what they want. 

A similar situation is prevailing with respect to the Navy and the 
Air Force. | Deleted. } 

I would be glad to answer any questions that ut you have or proceed as 
vou may wish. 

Senator McManon. Do you have an air chart / 

General Ricuarps. Yes. 

Senator Brewster. Do T understand that only half of those divi 
sions will be equipped from that previous chart / 


DIVISION EQUIPMENT 


General Ricuarps. Let us put it this way: They will be equipped 
just like the training divisions are in the United States, with enough 
equipment to train the division, but if you were sending them out to 
war—if a tank goes out, you don’t have any tank to replace it. 

Senator Brewster. I am still not clear. Would those divisions be 
ready to go into combat ‘ 

General Ricuarps. No, sir 

Senator Brewster. That is something that has never been under 
stood clearly. When you talk about a division, we ordinarily think 
about a division ready to fight. That is not the case / 

General Ricwarps. That is not the case. That question came up in 
conversations at which I was not present, and I understand it was 
agreed, for stature purposes, to raise actually in manpower the neces- 

sary number of divisions and train them the best they could. 

In other words, we could say we have 12 divisions, but you and I 
know that they could not enter battle. There is, however, enough 
equipment for some of those to enter battle and fight for a short 
period of time. 

Senator Green. You spoke earlier of the number of divisions that 
would come from Algiers, Morocco, and so forth. You did not speak 
of divisions offered but not accepted. 

General Ricuarps. No, sir. There is no question of offered but not 
accepted. | Deleted. | 

Senator SparKMAN. That is more or less uniform throughout the 
program. 

General Ricnarvs. Yes. We are awfully anxious to get that equip- 
ment. 

Senator SparKMaAN. If war should come how long would it take us. 
then, to catch up? 
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General Ricuarps. You would probably answer that question by 
figuring this: There are two divisions of the United States here at 
the present time in Germany, three French divisions, the equivalent, 
1 think, of two British divisions, plus five that you could probably 
scrape up from the French here to stop a Russian threat, with a con- 

siderably larger number of divisions which can march when Joe 
Stalin presses the button. 

Senator SparKMAN. But it seems to me that here is the thing that 
is puzzling: I don’t see how we are winning or how we are gaining if 
we continue on a program which never promises to be more than 50 
percent equipped. I don’t see the value of a division if it is not 
equipped. Of course, we realize there are delays now because we are 
slow in getting started, but it seems to me that program must be 
designed to look to sometime in the future when we catch up and 
when these divisions will be equipped. 

General Ricwarps. This diagram has not given you any 1953 or 
1954 contributions which the United States may make to this rearma- 
ment program. 

It is hoped by the end of 1953, or certainly not later than the end 
of 1954, that the total number of divisions which are needed—which 
General Eisenhower in his plans has said will be necessary—will be 
armed and equipped. 

Senator SparKMAN. Ready for battle? 

General Ricuarps. Ready for battle. 

Senator SparkMAN. That is the point I wanted to get at. 

Senator SmirnH. Isn't there some movement toward French 
production ? 

General Ricuarps. Yes, sir. There is a movement toward French 
production. As I indicated, there is a small red line in that other 
chart which we would like to see increase In size. 

Senator Green. Because of the schedule we are due for lunch at 
the Embassy in half an hour. How can you best use that half-hour 
profitably ? 

Ambassador Bruce. If there are no more questions of General 
Richards, I would like to pass on to Mr. Parkman, who is the only 
remaining witness, and then we can pass on perhaps to others for 
the remaining time. 


FRENCH AIR STRENGTH 


I beg your pardon. There has been a request for an air chart. 

General Ricnarps. I will give you the Air Force expansion and 
then show you the location of the Air Forces. | Deleted. | 

General Ricuarps. My intent in explaining the Battle of France 
was to show that the French surrender was due not so much to a lack 
of will to fight as it was to the impossible military situation in which 
the French forces had been placed by faulty French planning and 
superior German strategic planning. 

In other words, the French forces were militarily defeated before 
they started to fight. ' 

Senator GREEN. | think we had better go on with the next witness. 

Ambassador Bruce. Mr. Parkman is the head of the Economic Co- 
operation Administration Mission in France. 
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STATEMENT BY HENRY PARKMAN, CHIEF, ECONOMIC 
COOPERATION ADMINISTRATION 


Mr. Parkman. Mr. Chairman, I think that the Ambassador has 
a wealth of experience not only as an Ambassador but as a former 
Chief of the Economic Cooperation Administration Mission in France. 
He has covered quite thoroughly most of the essentia! points regarding 
the economy of France and the problems that confront us. However, it 
might be useful if I add a very, very brief statement for the record. 
It will be of a rather general character. Then I will be glad to 
answer any questions of a detailed character that might occur to you. 


THE TREND OF ECONOMY IN FRANCI 


I would like to follow a prepared statement rather closely because 
I have compressed into a very few words some of the points that seem 
essential to us. The statement will emphasize at the outset the trend 
of the economy in France which, I think, is more important than any 
detailed analysis, statistical or otherwise, of the existing conditions 
here. 

As the Ambassador pointed out, just a few years ago a major 
rearmament effort, such as France is now undertaking, would have 
been simply impossible. In 1947 the economic situation was really 
desperate. Food was short and the bread ration was lower than the 
level during the occupation. Inflation flourished, the black market 
was rampant, and food and raw material shortages threatened to 
reduce produce and create unemployment. 

Agricultural production, already way below prewar levels, was hit 
by the drought. Foreign exchange was almost entirely exhausted 
and trading was stagnated under increasing restrictions. Then came 
the Marshall plan and the Marshall plan has applied that margin 
of help that permitted France to move forward. Then we have the 
Monnet plan which is purely French in conception and ambitious 
In purpose. 

France has been moving forward each year toward the goals set 
in that Monnet plan adopted some years ago. Thus, the tide was 
turned. Since then the trend of economic progress has continued on 
the upgrade. Agriculture production, as the Ambassador said, is 
above prewar. The franc has been stabilized. Black markets no 
longer exist. Coal production is above prewar and at its peak in 
history. Manpower is fully employed. Power production has prac- 
tically doubled. Industrial production as a whole has hit 140 in the 
last quarter and in the month of May 141, as compared to that of 
1938, 

The over-all trade deficit has dropped from almost $2 billion to 
practically zero, That is the trend and that is the progress, eco- 
nomically speaking, in very broad outlines of the economy of France. 
It is that progress that has made it possible for France to undertake 
the rearmament effort which she is now engaged upon. 

Senator Witry. When you say 148, do you speak in terms of franes, 
or do you speak in terms of volume production, or how do you get 
that percentage / 

Mr. Parkman. How is that determined ? 
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Mr. Tomuinson. Volume of industrial production based on actual 
output of 11 industries, including building. 

Senator Wirey. To make it concrete, you mean if a plant were 
producing a thousand articles before, it would be producing 1,480 
articles now ? 

Mr. Tomurnson. Exactly, sir. 

Senator GREEN. It is not the basis of value. 

Mr. ‘Tomiinson. No, on the basis of physical output. 

Mr. Parkman. The figure is 141, Senator. 

That is the progress, but the point has to be made, as the Ambassador 
said, that there are economic realities to what France can be asked 
to do without considerable aid not only from us, as I see it, but also 
from other partners in the North Atlantic Treaty Organization. 

As the Ambassador also pointed out, the gross national product 
of France is only about a tenth of that of the United States and even 
if the optimistic estimates are justified, it is very clear that the defense 
cost and arms production are going to place a heavy strain on the 
French economy that is just about emerging from its convalescent 
stage. 

There will be some cut-backs in investment, undoubtedly; that is, 
investment that does not contribute directly to defense. The produc- 
tion of consumer goods will have to be reduced but there is an urgent 
program for housing which is the No. 1 social problem in France, 
and for other social purposes, but which may have to be postponed. 
The cost of living is rising and it may rise still further. It is difficult, 
as We see it, to measure the d: anger to morale and to internal security 


that might follow any reduction in living standards that are already 
too low. 


NECESSITY OF AMERICAN ALD 


It would be folly to ignore that danger. If the French defense 
program is to be successfully « ‘arried out, it is going to take several 
types of American aid. For instance, in the military production pro- 
gram that France is undertaking, we are supporting that production 
by machine tools and raw materials that cannot be had in Europe. In 
addition to her own arms output, France is receiving—as General 
Richards pointed out—a large amount of end items, finished military 
equipment from the United States. 

Finally, it is receiving an amount of dollar aid that has been esti- 
mated, for illustrative purposes in compiling the total economic figure 
submitted to Congress, at around $290 million for the fiscal year 
1951-52. That aid is needed for the continued imports of those basic 
commodities which the Ambassador has spoke n about. 

Senator Witry. Each year? 

Mr. Parkman. The only projection that has been made is for the 
year 1951-52. 

Senator Witry. Is that a 90 million for each year / 

Mr. Parkman. Fiscal year; 1 year of 12 months. 

As we see it, there are some difficult and very stubborn problems 
that still remain in France. It is really a matter for bitter disappoint- 
ment that the requirements of defense came along just at this time 
and prevented the French from directing this ne ewly acquired eco- 
nomic strength to the solution of some of its pressing social programs. 
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If they had been able to do that, I think we would have seen a 
greater reduction in Communist voting strength and an even greater 
reduction in some of the hard-core elements of communism in France 
than has actually been the case. It is a matter of concern that the 
Communist Party is still a threat here to internal security. 

Its propaganda is widespread and there are those in the French 
population—-I think the number is declining rapidly—who either 
through fear or frustration are trying to get away from the hard 
alements and facts of life and are not at all enthusiastic about the 
rearmament plans. 

On the economic side specifically, there are also many unsolved prob- 
lems. The traditional French industrialist attitude is a reactionary 
one. He believes in high profit margins and low production. Real 
wages and monetary wages are extremely low according to our stand- 
ards. 

FRENCH TAX COLLECTIONS 


Senator Witry. How are tax collections / 

Mr. Parkman. Tax collections are improving. The French have 
made quite an effort over the last year and so much so that there have 
been loud howls in the National Assembly over the reign of terror that 
they claim the French Treasury has put into the effect in tightening up 
of tax collections. The essential fact remains that the tax system does 
produce, does take out of the French people, some 32 percent of the 
gross national product. That is a basic fact which cannot be gotten 
around and while there are undoubtedly still tax evasions on the in- 
come-tax level, as I say, they have made very strenuous effort to im- 
prove that situation and have brought in a considerable increase in 
revenue. 

I think it runs to more than a hundred billion francs a year for the 
last year in the effort that they have made. 

Ambassador Bruce. In penalties; 120 billion frances. 

Senator GREEN. Any grants made for capital ? 

Mr. Parkman. Some jail sentences, too, Senator, contrary to what 
has been believed. I think there are some 400 cases, as I recall, of 
sentences for tax evasion. 

Senator GREEN. re any grants made for capital improvements / 

Mr. Parkman. Grants made by the French Government, you mean ? 

Senator Green. By us to the French Government and by the French 
Government to the people? ? 

Mr. Parkman. Yes, sir. It works this way: A great deal of the 
Marshall plan counterpart frances that are generated by the dollars 
which buy the goods go into—— 


NO CONDITIONS ATTACHED TO GRANTS 


Senator Green (interposing). Are there any conditions attached 
to those grants / 

Mr. Parkman. U p to now there have been no specific conditions 
imposed by 1 us because it isa French Government oper ition entire ly. 

Senator Green. If you mi ake them through the French Government 
is there any prohibition on making conditions attached to it 4 
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Mr. Parkman. The agreement between the governments provide 
the basic conditions and. beyond that no specific conditions are at- 
tached. 

Senator Green. I know that, but you can in individual cases attach 
conditions, can you not ¢ 

Mr. Parkman. Our effort, Senator, has been to direct the counter- 
part aid by reason of the power to withhold approval to those sectors 
of the economy where we have felt it would be most useful. 

Senator Green. In other countries they have the same problem 
and the statement was made to us that no other conditions were at- 
tached. Our Government makes the loan to the French Government 
for a certain kind of improvement, say textiles, and when it comes 
to the Government to which the grant is made it makes a grant to 
its citizens for the construction of a mill, or the equipment of new ma- 
chinery, or something like that, and then their responsibility ends. 

The owner of the mill may get the whole benefit of the improvement 
and his employees no part of it. 

Mr. Tomurnson. Every frane of counterpart in France has been 
on a loan basis. None of it has been a grant to the Government and 
they pay interest on it. It has to be approved and they have to prove 
that was utilized for the purpose that the loan was made. 

In France the going interest rate is 8 percent. 

Senator Greene. When that loan is made, are there any conditions 
attached so that the employees get any benefit out of it at all¢ 

Mr. Tomuirnson. It is made on the same basis that the entire Monnet 
plan is made, It is a program for the entire economy and it has 
to be used for specific purposes by the people who receive the loan, 
and they have to pay the going interest rate on it. It is fitted entirely 
into an approved National Government program where the benefits 
have to go to the entire economy. 

Mr. Parkman. May I say one word more because I know exactly 
what you have in mind. We are trying to develop now with the 
French Government, and we have had some preliminary conversa- 
tions with them, to work out a cooperative program to increase pro- 
duction in France, to increase productivity per man per hour, and 
to see that that increase in productivity is shared by the workers in 
the factory along with management which may get an increased 
profit. 

Senator Green. It has not yet been worked out ¢ 

Mr. Parkman. No. 

Senator Green. In the past that was one of the arguments that the 
Communists used in making you convert to communism. They say 
that capitalist Uncle Sam is interested only in indusrialists, employers, 
and helps them, but is not at all interested in whether the employee, 
the workers, get any benefit from it whatever. 

Mr. Parkman. Exactly so, and an over-all program is being devel- 
oped by ECA 

Senator GREEN (interposing). Why has it not already been devel- 
oped and put into operation / 


COMMUNIST PROPAGANDA REGARDING GRANTS 


Mr. Tomuinson. I believe it has. The point is that the Communists 
have attempted to use this propagandawise. We are now combating 
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it by making it more specific. In the Monnet program it was directed 
to certain basis sectors and it was made very clear that if this equip- 
ment, this aid, and these loans had not been available, they would not 
have had employment and that the economy would not have the coal 
it needed to function or the basic energy which France now lacks and 
which is probably the key to bottlenecks to an increased armaments 
production program, for example, as well as for a production pro- 
gram to increase the type of thing that can be manufactured to build 
homes, and so on. 

In addition to that, a very large part of the counterpart has gone 
directly to what is known as a low-cost housing program. That is 
where the homes are built and provided on a national basis to these 
people who most need them. The criteria for the need is determined 
by the number of children, where they are living at the present mo- 
ment, and so on down the line. 

Now, I fully support the program that Mr. Parkman has said. I 
think it is an improvement, but I don’t think we should imply by 
that that it has been done up to the present time. Now it is being 
improved and one of the things that makes it possible is the fact that 
the previous counterpart was in large part devoted to increasing the 
production of the basic energy which was the real bottleneck that had 
to be done first. 

Senator Green. I am not criticizing, that was to improve the econ- 
omy of the country, but in distinction to the economy of the country 
and economy of a certain class. The criticism that the Communists 
make is that the workingman doesn’t get any benefit out of it except 
insofar as he benefits by the improved economy of the country, whereas 
the employer gets specific benefits apart from that and in addition to 
it. 

Mr. Tomutnson. I believe in 1946 the people didn’t have coal to 
warm their homes, or coal so that they could be employed in factories. 
The first thing that had to be done was put investment in a basic sector 
so you could increase the energy in France, and so people could have 
heat in their apartments. That is all the money that the American 
people decided they could make available to France. 

That program has now been finished and now we can go on and 
perfect this thing and bring it down to the more specific points. 

Senator Green. What about the price of the coal to the consumer ? 
My question is why that element cannot be attached to the counterpart 
loan when made. 


HAS AID INCREASED WAGES AND LIVING STANDARDS 


Senator SparkKMAN. May I ask a new question in that connection ? 
I think you have made some interesting comments as to the general 
improvement, but I have heard some of this discussion, too, not in 
France but in some of the other countries, and I think this is what the 
chairman is aiming at. I have not heard you touch on it at all. ‘It is 
this: As better equipment and machinery comes in, productivity is 
stepped up, and profits are increased. Have there been accompanying 
wage increases and increasing living standards among the people 
helping to produce those things ? . 

Mr. Tomirnson. Yes. 
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Senator Sparkman. Isn’t that the question, Mr. Chairman? 

Senator Green. Yes. 

Ambassador Bruce. May I take a crack at that? 

Senator Green. It is something that has bothered me along. 

Mr. ParkMan. ‘it bothers us all. 

Senator Green. You take one position and he takes the other. 
You say there Sees e not been any conditions attached, and you say there 
have. 

Senator SparKMAN. I have not been thinking so much about the 
conditions attached, but the results obtained, and I have heard no 
figures indicating an increase in the wage level or increase in the liv- 
ing standard except insofar as the general economy of the country is 
concerned, 

Senator GREEN. Suppose there is a village and one mill there, and 
the mill owner employs all the inhabitants who are employable in 
that mill. Then he applies for a loan and they give him the loan. 
He spenc it on improved machinery, and he doubles his income as 
a result. The wages of the employees remain the same. The Com- 
munists come along and say, “You know how the Government let 
your boss have this money. He is making twice what he did before. 
Do you get any more?’ 

They say, “No; we don’t get any more.” 

“Then you had better strike.” “So they strike or threaten to strike, 
and the employer says, “You go to the devil; I don’t have to employ 
you. 

They cannot leave, and then they become Communists naturally, 
I would say, and it seems to me that conditions might be attached to 
the loan of that money to the employer whereby under certain con- 
ditions employees would get increased wages. ‘Those conditions should 
be attached. 

Mr. 'Tomurnson. I say they have. 

Senator Brewster. What impressed me was your 40-percent increase 
in industrial production. Your agricultural production was back to 
prewar. What has become of that 40-percent increase? Who has it ? 

Mr. Tomutnson. The first thing was to reduce the French-aid 
program. You wanted France to become self-suflicient, or at least 
be on a self-supporting basis, and France, up to the beginning of 
this year, nearly accomplished that. 

Possibly if we had not been faced with aggression from the east it 
would now be a settled issue. That is the first thing the plans had 
to do—get them self-supporting again. That is the first thing the 
additional production had to go to, 

In addition, France now has a larger housing program than she 
could possibly have thought of having in 1947. She is also using a 
large part of that now to speed up the large task of reconstruction 
of war damage. She has only accomplished about 10 percent of that 
and has 4,000 billion franes left to go. That is a n: a al program 
before her people can live dec ently again. Part of it is going into 
that. The other part is going into increased ihieitindia in France 
so that production can increase. 

In other words, France also will have a society so that she can 
live better in the future. The only way you can improve the wages 
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of the French workers is by increased production and the only way 
you can increase production is by increasing investment. 

It is unfortunate that the Communists have been able to appeal to 
the individual case and try to ask, “When did you receive a package 
of sugar from the United States?” and so on down through the list. 
The fact is that France is living better now than she ever dreamed 
she could live 5 years after the worst conflagration and damage in 
French history. 


CAN INDIVIDUALS BE ASSURED OF BENEFIT FROM GRANTS 


Senator Green. The trouble is that you don’t answer the question. 
We are delighted to hear those details, but how does he benefit by the 
improvement in addition to enjoying the improvement of France / 
Every citizen of France, you might say, benefits, but that wouldn't 
justify taking $10,000,000.000 and giving it to one person for invest- 
ment through the years and then for that man not to give his employees 
anything. 

We want to know how that benefit can be distributed in addition 
to the general benefit to the economy. 

Mr. Tomutnson. My direct answer to that is the position of the 
French laborer has improved but not nearly as much as I would like 
to see it improve in relation to other classes in the society. That is 
one of the big, new problems before 1 us, but, nevertheless, we have made 
some progress with that. That has been a French program and that 
is why no conditions were attached to it. 

Now, except for the rearmament program, France could do it herself 
and not have to depend on others. 

Senator Green. The question is whether conditions cannot be at- 
tached to such loans so that you may be sure that they are shared by all 
who produce. 

Mr. Tomirnson. To the extent that France is going to receive aid 
in the future, it is the intention to devise some means, in cooperation 
with the French Government, whereby improved productivity in any 
plant will be passed on to the French workers in the form of higher 
Wages. 

Senator Green. That answers as to the future and the other question 
is: Why hasn’t that been done in the past ? 

Mr. Parkman. May I takea crack at that? Ihave been here a year 
and I leave in a couple of weeks to go back to private life again and 
I would like to say that I think the major part of my time here in 
France has been devoted to trying to build up the kind of pressure we 
know in the United States—the pressure of competition, the pressure 
of labor unions, and organized labor—which, together in the United 
States, have resulted in an increased standard of livi ing for the worker. 

We have made great efforts to build up the strength of the labor 
unions. We have attacked restrictive practices in business. We have 
put ona large technical-assistance program, sending not only managers 
but engineers, labor representatives, and so on, to the United States to 
get some of the atmosphere back home, and find out how we do things. 
Then they come back and put those principles into effect here. That 
program is not as successful as I would like to see it. It has been 
spotty in its success, but it is improving. 

I can cite the case of a shoe factory near Dijon. The manager of 
that factory went to the United States, observed our methods there, 
asked questions, and in general got the most out of his trip. When he 
same back he introduced some of these changes, increased not only his 
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gross profits but his payroll by 20 or 30 percent, and there the workers 
got the increase. 


QUESTION OF SHARING BENEFITS WITH WORKERS 


Senator Green. There was a man interested in his employees. 
There are many employers who are not. They take all the benefit and 
my question is: Not do they sometimes do this and share the benefits 
with the workers, but under the conditions do they have to? 

Mr. Parkman. They have not had to. Our efforts have been per- 
suasive, with technical-assistance programs, and by every effort that 
the mission can exert with the labor unions, with management, with 
ownership, and with the French Government to get that sort of atmos- 
phere which understands the social responsibility of a manager to his 
laboring force and act upon it by giving them an increase in salary. 
That has not been, as I said quite frankly, as successful as I would like 
to have seen it. We are now trying to work out with the French 
Government a cooperative program by which we can give them pro- 
duction assistance in return for specific engagements on their part to 
share the increased productivity with their workers. 

Senator Green. That is satisfactory and the best note that I have 
heard in asking these questions in other countries, but I don’t know 
why it has not been done before. That is what I would like to hear 
an explanation of, if you can give it. 

Mr. Parkman. I tried to give it by saying that we hope to accom- 
plish that by building up the pressures in the w ay we can bring this 
about. Anything to ‘be long enduring in France, any improvement, 
or any change in ‘the attitude has got to come from the French them- 
selves. 

Senator McManon. They might turn around and ask us why we 
didn’t write it into the law as a requirement. 

Senator Green. Certainly. We have got to live up to the terms 
and conditions attached to this appointment for lunch, too. 

Ambassador Bruce. I have just one more thing for the record. 
Senator Brewster asked this question, and I am not going to develop 
it at any length, but I consider that the situation in France, where you 
still have about 25 percent of the population voting Communist is of 
such an extremely serious nature that every effort must be made and 
certain things can be done to cut down that Communist vote to a great 
extent. 

Senator GREEN. My question was directed to that very thing. In 
making these loans we should attach conditions to them and a great 
many more people could benefit by the loans than is sometimes the 
pase. 

We stand adjourned. 

(Whereupon, at 1:15 p. m., Friday, July 20, 1951, the committee 
was adjourned. ) 
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SATURDAY, JULY 21, 1951, 9 A. M. 


SUBCOMMITTEE OF THE COMMITTEE ON ForEIGN 
Retations ON Unirep States Economic AND 
Munirary Assistance To Free Evrorr, 
American Embassy, Paris. France. 

Members of the subcommittee present at the hearing were Senator 
Theodore Francis Green, chairman, and Senators McMahon, Spark- 
man, Gillette, Wiley, Smith of New Jersey, Hickenlooper, Lodge, and 
Brewster. 

Also present at the meeting were Francis O. Wilcox, chief of staff, 
and Carl Marcy, staff associate, Senate Foreign Relations Committee ; 
Assistant Secretary of State Jack McFall: Horace Smith, State De- 
partment Senate liaison officer; Col. Wade M. Fleicher, Defense De- 
partment escort officer; Mr. Nathaniel H. Goodrich, assistant gen- 
eral counsel, Department of Defense, and Col. Lyal C. Metheny, 
United States Army liaison officer, SHAPE. 


COUNTRY TEAM PRESENTATION: BELGIUM 


Mr. McFatu. Mr. Chairman, we renew our consideration this morn- 
ing of the country teams, starting with Belgium. We have with us 
this morning Ambassador Murphy. Immediately to his right is 
Mr. Huntington Gilchrist, and then is Mrs. Mesta. On her right is 
Mr. Dale. 

Mr. Gilchrist is the ECA representative and Mr. Dale is the Treasury 
representative. 

Sitting next to me is Mr. Ludden, counselor and special assistant 
on MDAP matters, and Colonel Martin, acting chief of the MAAG 
group in Belgium. 


STATEMENT BY HON. ROBERT D. MURPHY, UNITED STATES 
AMBASSADOR TO BELGIUM 


Ambassador Murpny.:Colonel Martin brought with him Colonel 
Robbins, of the Air Force, and Commander Jordan, of the Navy. 

Mr. Chairman, we have distributed a little kit which outlines some 
general data on Belgium for you. 

Senator Green. Before you proceed there is one other thing I would 
like tosay. That is that a complete record will be made and “then you 
will have the opportunity to mark “secret” or “confidential,” or any 
way you wish, all of those matters that you want to. We have one 
master record that is complete, and then we are going to have another 
after it has been censored. After deletions, then it will be made 


public. 





FOREIGN-AID PROGRAMS IN EUROPE 


Ambassador Murpuy. Thank you very much, Mr. Chairman. 

I thought if it were agreeable to you, Mr. Chairman, that I would 
limit myself to a brief general presentation. That could be followed 
by my associates, who would be willing to answer any of the technical 
questions. 

Senator Green. Any questions after the witness has completed his 
testimony. We will be given an opportunity of asking questions. If 
you want to put the questions to someone else, do so. 

Ambassador Murrny. First of all, the area we are discussing this 
morning is Belgium. This team will cover any technical questions 
on Luxemburg as well. 

Belgium i is, as you gentlemen know, a tiny country with a popula- 
tion of 8,600,000, a population about the size of Greater New York. 
It has, however, save an important role in the European movement 
generally, and I think you are all acquainted with its history. 

One of the special features of its history which affects our day-to- 
day dealings with the Belgians is the long experience in that country 
with military occupations. They have enjoyed or suffered every 
possible variety. 

Senator Green. Suffered is the better word, rather than enjoyed. 

Ambassador Murpuy. Yes; suffered. 

The Austrian occupation probably had softer phases than some of 
the later ones. The Spanish, Dutch, and two German occupations, 
with all of the wars incident to those h: uppe nings, has left Belgium 
with a population which is “shockproof” in many respects, and that 
is particularly true of propaganda or anything that savors of propa- 
ganda. 

Belgium has played, in relationship to the general European pic- 
ture, a far more important role than its population and area would 
appear to justify. It has had a number of leaders and the principal 
ones today are Paul Henri Spaak and Paul Van Zeeland. They are 
men who have had strong views on the subject of European integra- 
tion and unification, and a desire to play an international role. 

Starting with the reign of Leopold I, which is familiar to all of 
you, I am sure, and under whose dominant personality Belgium ac- 
quired the Belgian Congo, Belgium has played a role in international 
business and politic s that far exceeds its physical characteristics. It 
is a Kingdom and it is called the Kingdom of the Belgians for the 
reason that there is a sharp division of the population. 

Two languages are spoken, Flemish and French, about equally 
divided, and that has led to a great many psychological and political 
difficulties. 

Belgium recently emerged from one of those, due to the abdication 
just this week of Leopold III and the accession of his son, a young 
man, 20 years of age, as the King of the Belgians. His name is 
Baudouin. 


BELGIUM, A CONSTITUTIONAL MONARCHY 


This is important in this sense: Belgium is a constitutional mon- 
archy. The King is also the commander in chief of the armed forces. 
To provide for that situation, they have organized a Joint Chiefs of 
Staff arrangement with a Director of the Joint Chiefs similar to our 
own. Lieutenant General Baele occupies a position similar to that 
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of General Bradley in the United States. In case of emergency, that 
director would give support and military guidance to the King of 
the Belgians. 

Senator GreeN. Would you like to say a few words about him, the 
kind of a man he is? 

Ambassador Murruy. He is a very determined young man. He 

has passed through an experience which is unusual. He did not have 
the ordinary routine education because of the war, and he followed 
his father into a German prison camp. From the time that the 
Germans occupied Belgium, in 1940, he led a very unusual existen: 
I think he has profited by it, but it did disrupt the routine continuity 
of his education. He spent, as a result, a great deal of time outside 
of the country, so when he returned last vear, after over 5 years of 
exile, he was a stranger in his own country. 

Senator Smiru. How old is he now / 

Ambassador Murrny. Twenty, and he will be 21 on the 7th of 
September. 

That has made for a great many complications in the political field. 
As you know, under their constitution the King can take no political 
action without reference to his government. {[ Deleted. 


BELGIAN POLITICAL PARTIES 


There are three major parties in Belgium, and a single-party gov- 
ernment with a slender majority in both Houses. There is a majority 
of four in the House and three in the Senate. 

The largest party is the Socialist Christian Party. The next one is 
the Belgian Socialist Party, and after that is the Liberal Party. The 
Communists follow with a slender seating in both Houses, a total of 10. 

Senator Smiru. Is the Catholic Party very strong? 

Ambassador Murpuy. That is the strongest party, ves. It is called 
the Socialist Christian Party, but it is a Catholic Party. The country 
is predominantly Catholic. 

There has been incident to the royal question a political fight that is 
hard for the average American to understand because we wouldn't 
appreciate some of the importance that the Belgians attach to it. But 
last year it led close to civil war. The Catholic Party stood for the 
return of Leopold ITI and finally compromised with his abdication and 
the accession of Prince Baudouin. [ Deleted. } 

However, incident to all of this, the record of Belgium with respect 
to communism, I think, is one of the best in Europe. At the end of the 
war, at the time of liberation, the Communists succeeded in gaining 
46 seats in the Senate and House. That has been reduced to a total of 
10 at the present time. [Deleted.| Today they represent an insig- 
nificant and weak element. 

Senator Brewster. Did you say Communists or Socialists? 

Ambassador Mcureuy. Communists. 

Senator Brewster. I thought you said Socialists. 

Ambassador Murpuy. I am sorry. The Socialists are the second 
strongest party with a total seating of about 79 in both Houses. 

Senator Brewster. To what extent does the language problem coin- 
cide or conflict with the religious / 
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Ambassador Murrey. It raises many difficulties. The Flemish ele- 
ment, which is a little over half of the population, is predominantly 
Catholic and supports, I would say 95 percent, the party in power. 
The Walloons, generally in the south of the country, are a mixture of 
Catholic and Protestant elements. The Communist stronghold has 
been in the south rather than in the north. 
BELGIAN ECONOMIC RECOVERY 
With respect to economic recovery, I think Belgium’s record is as 
good as any on the Continent. In 1944—45 they led off with an excel- 
lent currency reform under Camille Gutt, whom you gentlemen may 
remember as head, until recently, of the International Monet tary Fund 
in Washington. There followed a return of confidence in the cur rency 
which greatly aided economic recovery. Gold and dollar reserves 
amount at the present time to about $600 million equivalent. 

Their national debt is about $5 billion. The head of the National 
Bank is Maurice Frere, who is a sound money man, and one of the basic 
principles, which has conflicted at times with our efforts to induce the 
Belgians to spend more money on armament, has been a Belgian deter- 
mination to see that the Belgian economy is not wrecked in the process. 
Sometimes we feel they are overly cautious, but at the same time it is a 
healthy and strong element. 

The country’s resources are very limited. Its only import raw 
material is coal. It produces about 30 millon tons of coal a year. 
Its steel production is about 5 million tons. 

Senator Green. The Congo? 

Ambassador Murrny. I am talking about the European area and 
I will touch on the Congo, if I may, in a minute. 

It has been a free-trade area throughout its history. It is depend- 
ent on export and import trade. It is a shipping area. Antwerp 
is one of the free ports of Europe and does a large transit trade. Its 
merchant marine is growing. It was sh attered after the war and 
it is up to around four or five hundred thousand tons at present. It 
has a series of shipyards at Hoboken, which is right next door to 
Antworp and they are busily engaged at present in turning out two 
passenger ships. They have just completed two, tankers. 

Senator Green just mentioned the Congo, and that is one of the 
big elements of interest in this country. Compared with European 
Belgium, the Congo has an enormous future. As you know, it is 
a Belgian possession in the heart of Africa, with an area about that 
of the United States east of the Mississippi. 

I feel in my ignorance that they have just scratched the surface 
in regard to its resources. We obtain from the Congo, as you know, 
[deleted] uranium ore, cobalt, and tin. In addition it supplies copper 
to the Western Powers. [Deleted.| It is one of the big producers 
of copper. It also has very large deposits of maganese which are 
just now in the process of exploitation. | Deleted. | 

In addition we draw other things such as palm oil and other native 
products. They have built up a fine production of cotton and coffee. 

With a population of only 50,000 white Belgians in the Congo and 
12 million blacks, they have done a skillful job: of administration. It 
remains the big asset of Belgium today. 
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Senator Brewster. Are those resources under public or private 
control ¢ 
PUBLIC OR PRIVATE CONTROL 


Ambassador Murruy. Senator, Belgium is a 
country and the Congo is under private control. 

Senator Brewster. Didn't the King originally have large interests ? 

Ambassador Murpny. Yes. 

Senator Brewster. Has that gone to the Government ? 

Ambassador Murpuy. That has gone to the Government. 

Senator Brewster. That is not Crown property / 

Ambassador Murrny. No, sir; dating from the Berlin Conference 
of 1885, when it was called the Belgian ‘Free State. U p to that time 
Leopold was the head of it. He transferred his control and today 
the royal family has small, insignificant property holding there. 

Senator Brewster. The state itself has no large interest in these 
properties now ¢ 

Ambassador Murruy. No, sir. Of course, in the field of public 
domain, in the landholdings, it still has jurisdiction, but all business 
enterprise is in private hands. [| Deleted. | 

Senator Brewster. Is the result that the Government itself receives 
nothing other than what taxes it may impose f They have no prop- 
erty interest in these very rich resources ? 

Ambassador Murreuy. That is right. We have had a number of 


tax problems which relate to the ores we have imported from the 
Congo. { Deleted. | 


private-enterprise 


BELGIAN MILITARY EFFORT 


I don’t know whether I am taking too much time. In the military 
field, we feel that the Belgian effort has been a respectable and healthy 
one. Belgium emerged from the war, as did many European coun- 
tries, stripped of a milit: ary organization. Most of its career officers 
had been in German prison camps for 4 years and completely out of 
touch with modern techniques. 

We feel they have responded exceedingly well to the mutual defense 
assistance program. In the 18 months in which I have been in Bel- 
gium, the morale of the officers with whom we are in constant contact 
has constantly improved. | Deleted. | 

The Belgian Naval Establishment has always been insignificant 
and there is a long historical reason for that. | Deleted.| However, 
the mine-sweeping activity is one of great utility and we have sup- 
ported that in offering them help in the construction of mine sweepers. 
Commander Jordan has all of that information if you are interested 
in it. 

Senator Witry. What income is devoted to the military ? 

Ambassador Murrny. At the present time, roughly $410 million 
per year, including about $75 million for stategic public works not 
directly connected with the defense establishment. That marks an 
increase from 1949, when they were spending about $170 million. 

Senator Green. What percentage of the budget ? 

Ambassador Murrny. The current percentage runs about 7.1 of 

their gross national product, as distinguished from national income, 
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for which the percentage would be larger. The proportion of the 
budget is about one-fourth to one-fifth. Their budget—and I would 
like to mention that—— 

Senator GREEN (interposing). I think there should be some explana- 
tion of that. It seems a very low figure. 

Ambassador Murrny. Their budget, compared to our own, in re- 
lation to their gross national income or product, is a little higher 
than ours. It runs—and I would like to be corrected if I am wrong— 
about 81 billion francs a year on the basis of a gross national product 
of 310 billion francs, which is a little over 25 percent, whereas ours 
in the United States, if the appropriation is made on the basis of about 
S70 billion, will run a little under 25 percent. The total budget of 
Belgium is an appreciable factor. It is based on a tax system which in 
the lower brackets, up to $20,000, is higher than our own. Over that 
it is a little less but the present tax rate in Belgium is very high. 


BELGIAN MILITARY PRODUCTION 


That has been one of our principal battles with the Belgians. Our 
people on the economic side feel that Belgium should produce more 
for defense, quite apart from the question of the amount of forces— 
and there I think General Eisenhower and Field Marshall Mont- 
gomery have been reasonably happy over the size of the Belgian 
forces. | Deleted. | 

Heretofore and up to the present, they have, without the exercise of 
controls, maintained a reasonable price relationship to wages by 
agreement among several economic groups in the country, and the 
wages are “hitched” to the retail price index. The price index jumped 
last year but it has leveled off in the past couple of months. 

We have at the moment a very healthy situation of high employ- 
ment, high wages, and no controls. 


MORALE IN BELGIUM 


Senator Green. You spoke about the morale. Is there any danger 
of the Belgians arguing that they should surrender, and perhaps that 
that could be the police? y in the future? 

Ambassador Murpuy. Senator, of course you find individuals who 
will say that they survived two German occupations and they can 
survive another one. That is a very small minority. The vast ma- 
jority does not want to hear of another occupation. They would 
rather think of anything aa They realize they were very lucky in 
escaping this one as well as they did. 

Senator Green. In various other countries where we have been on 
this trip, we have been assured most definitely that the people gen- 
erally are willing to fight to the death, fight with our help they hope, 
but they would fight anyway. What is the attitude of the people in 
Belgium in comparison / 

Ambassador Murrnuy. Senator, I don’t think it is quite as black 
and white as that. I think if they feel they have a reasonable chance 
of winning and defending themselves they will fight and fight well. 
| Deleted. | 


Senator Green. They think so, too. 
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Senator Smirn. That is true anywhere in age now. I think it 
would be well to call attention to the vigorous defense they made in 
World War I 

Ambassador Murriy. With all due respect to them, while the cam- 
paign in 1940 only lasted 18 days, I cannot blame them. [ Deleted. ] 
That campaign only lasted 18 days, but they fought well. They were 
overwhelmed by numbers. 

Senator Green. I wondered whether they are satisfied with the 
present plan. According to the present plans, if carried out, do you 
think they would put up a real defense ¢ 

Ambassador Murpny. Sir, I think for one thing they are fully com- 
mitted to the idea of collective defense and they want to form part of 
a European defense establishment. They were the first to pass the 24- 
month draft bill last March and they are still the only continental 
power that has effective 24-month military service. I think the vast 
majority of them are committed to the idea of making their contribu- 
tion and a full contribution to the collective defense effort. 

Senator Green. Not only to the defense of their own country ? 

Ambassador Murriy. Not only to the defense of their own country. 

They know they will stand or fall with the collective body. There is 
that psychology of the 18 days, however. They lasted just 18 days in 
1940, and they know perfectly well if they stood alone they would 
ont but a few days this time. They know their only security is in the 


NATO effort. 


BELGIAN PRODUCTION OF SMALL ARMS 


There is just one other item and that is what they are doing in con- 
nection with military production. As you probably all know they 
have had long history of production of small arms and they have a 
very fine est: ablishment. in Liege, the so-called Fabrique Nationale 
which manufactures a long line of small arms. | Deleted. } 

Sir, that about concludes the short presentation that I was going 
to make. 

Senator Green. May we have one round of questions. 

Senator Witey. I will pass. 

Senator Green. Senator Smith? 


PAUL VAN ZEELAND, CHAIRMAN, NAT COUNCIL 


Senator Smirn. Is Paul Van Zeeland in charge of the military 
program ¢ 

Ambassador Murpny. He is this year’s chairman of the North 
Atlantic Treaty Council. This is the Belgian year to head most of 
those committees and he has taken an especi: uly keen interest in this 
problem from the economic point of view and has been very helpful. 

Senator Smiru. I know him very well. I wonder how you diag- 
nosed his capacity and ability. 

Ambassador Murpny. I rate it very highly. [ Deleted. ] 

Senator Smiru. He probably would m: ake a strong stand for a strong 
internal economy. 

Ambassador Murruy. Definitely. 

Senator Smirn. While he may overdo it, I think it is a commend- 
able thing for a country like Belgium that they are right in the picture. 
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Ambassador Murruy. It makes for a healthy situation. His 
thought, I think quite sincerely, is that Belgium should contribute the 
maximum it can up to the point of not endangering its currency or 
fundamental economic position. On this question of additional mili- 
tary production, in which he is keenly interested, he spent all last 
Christmas week working on a collective plan which he presented to 
the Council of Deputies in London. 

During the 6 months’ interval that has elapsed, various discussions 
of that plan have gone on and the Belgians recently have come up 
with a new, modified, streamlined idea. They insist that until some 
form of collective agreement on production is arrived at, none of these 
countries 1s going to get off dead center. No one of them has the 
market or the ability to prefinance that production. 

{ DELETED. | 

Senator Green. Senator Hickenlooper. 

Senator HickenLoorrr. I don’t believe I have any questions. 

Senator GREEN. Senator Gillette. 

Senator Gitterre. Mr. Chairman, I think you said we are limited to 
one question. 

Senator Green. Not necessarily. 


WAGE LEVELS TIED TO COMMODITY LEVEL 


Senator Giuterrr. I have two questions. First, Ambassador 
Murphy, you said that the wage level was tied to the commodity level 
by agreement. Is that within an industry, a privately negotiated 
agreement, or is there statutory supervision of it? 

Ambassador Murrny. It is negotiated under the auspices of the 
Government. I might add just as a point of explanation, in the trade- 
union movement in Belgium there is about an equal division between 
the Catholic trade-unions and the Socialist trade-unions. Each has 
a membership of about 500,000. What happened was that under the 
auspices of the Minister of Economics they got the producer and em- 
ployer groups together in each industry with representatives of the 
trade-unions, and worked out contracts or agreements that if the cost- 
of-living index rose more than 10 points in any one stage, there would 
be an automatic wage adjustment that would follow. That is a pri- 
vate agreement. 

Senator Giitetre. Private agreement under this governmental 
supervision ¢ 

Ambassador Murreny. Yes. 


BELGIUM FOOD SUPPLIES 


Senator Gitierre. My second question is with reference to the food 
supplies. What percentage of its food needs does the country pro- 
duce? 

Ambassador Murrny. It imports 23 percent of its food needs. 

Senator Gitiettre. It produces the balance? 

Ambassador Murpuy. It produces the balance. 

Senator Guerre. And has probably expanded as far as it can? 

Ambassador Murpny. It has used about every square foot of land. 
Secretary Brannan-was there yesterday, and we were out with the 
Minister of Agriculture of Belgium and his people. Secretary Bran- 
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nan described the situation, as compared with our own agriculture 
at home, as that of a garden rather than that of a big farm. They 
have engaged in intensive work, especially on a wide assortment of 
greenhouses. They raise a quantity of things under glass so that you 
have a supply of vegetables from the local market at all times. That 
applies to fruits as w well, They are one of our best customers for dried 
and fresh fruits. 
IMPROVED MORALE 


Senator Giutetre. Just one last question. You spoke of the fact 
that the morale had improved noticeably. To what factor or factors 
do you attribute that ? 

Ambassador Mureny. One factor is the notion that they are part 
of a collective group and will succeed, if the Russian timetable per- 
mits, in the creation of a military establishment in Western Europe 
that will be strong enough to hold its own. [ Deleted. ] 

The troops who are now on a 24-month milit: ary service basis see 
this equipment and the Belgian military est: ablishment has improved 
enormously in its techniques i in the last 18 months. The young man 
coming in sees something substantial and concrete that he can work 
with. I think in many ways there is nothing like a 155 howitzer to 
give you that feeling. 


COMMUNIST INFLUENCE IN BELGIUM 


Senator Brewster. You spoke about the influence of the Com- 


muunists. They did make considerable trouble at the time of the 
strike recently, didn’t they ? 

Ambassador Mureny. I am glad you brought that up. They tried 
to, but they really didn’t get to first base. 

Senator Brewster. Didn't they tie up the port for some time? 

Ambassador Murreuy. Early in the spring they staged a dockers 
strike that lasted for about 6 weeks, but there was a special csiiician 
there that played into their hands. When our army ran the port of 
Antwerp, the volume of stuff that passed through there was so enor- 
mous that the ordinary stevedore quota of about 9,000 was built up to 
about 30,000. Most of those stevedores were farm boys, but about 
7,000 or 8,000 stayed on, so it brought the contingent of stevedores on 
the market up to about 17,000 with a normal need for only 9,000. 
That created a particularly difficult local situation which a group 
of about 200 Communists in the stevedore trade-union movement at 
Antwerp exploited to create some trouble. That has been eliminated 
and the situation today in Antwerp is in hand. 

| Deleted. | 

Senator Brewster. Is the Communist Party outlawed ? 

Ambassador Murrny. No; it is not outlawed because again, as in 
our own case, the party platform is impec ‘cable in its outline. 

Senator Brewster. Are Communist papers still publishing? 

Ambassador Murruy. Yes. There are two principal ones; called 
the Red Flag, and one in Flemish and one in French, with a cirecula- 
tion of about 30,000 to 35,000. 

Senator Brewster. What was the popular vote last time? 

Ambassador Murreuy. Around 250,000. 
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Senator Brewster. That is quite a lot for that country. What does 
it mean ? 

Ambassador Murrny. It meant out of a total seating capacity- 

Senator Brewster. What is the significance of 250, 000 people vot- 
ing Communist in a comparatively small country ¢ 

Ambassador Murruy. The percentage of the vote, as I recall, was 
around 9 or 10 percent of the total. 

Senator Brewster. That is pretty substantial. How far would 
that have an effect in the event of war as to sabotage in the industrial 
areas ¢ 

Ambassador Murruy. The vote here in France, I remember, was 
more. 

Senator Brewster. We have been into that in Italy in the same 
way. 

Ambassador Murruy. In ratio it was much less than that. I feel 
that if we had a general election tomorrow in Belgium, the Commu- 
nists would not pull more than 5 percent of the vote. 

Senator Brewster. Are they in the industrial areas ? 

Ambassador Murpuy. Yes, there is a big coal-mining area which 
centers around two towns, C harleroi and Mons, and there is a big in- 
dustrial area around Liege, and those are the principal strongholds 
of the party. 

| Deleted. | 


VOTING FOR A PARTY PLATFORM 


Senator Green. You spoke about the impeccable party platform. 
Of these 250,000 voters, perhaps some of them voted for this impec- 


cable platform rather than for submission to Moscow and dictation 
from Moscow Is that true? 

Ambassador Murrny. Yes; I think what you still have is a vestige 
of psychological impact of the war propaganda. There are still indi- 
viduals, strange as that might seem, that may believe that the Soviet 
Union is a peace-loving democracy. They were told that a great 
many times during the war, and some traces of it still survive. Then, 
when liberation came, the Communists were accepted on an equal 
footing and played a role and succeeded in having people placed in 
many positions in the Government and other organizations, especially 
in the Socialist trade-unions, so they had an appar atus and a basis 
for operation there which has taken time to wear down and Shelan ate, 

[ feel that this present Government, whatever its other defects may 
be, is making a real determined effort to “clean house” and is 
succeeding. 

Senator Green. Mr. Ambassador, you have given us a very inter- 
esting outline summary. Would you like to supplement it with some 
of these other gentlemen? We would like particularly to hear about 
the ECA. 

Ambassador Murpnuy. I would like to introduce Mr. Gilchrist, the 
chief of the ECA mission in Brussels. 

Mr. Giucurist. Would you like for me to make a statement on that 
first ? 

Senator GREEN. I would like for you to outline it for us briefly first. 
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MARSHALL-PLAN AID TO BELGIUM 


Mr. Gitcurisr. The Marshall-plan aid to date to Belgium and Lux- 
emburg amounts to something in the neighborhood of S600 million, 
of which only about $30 million has been direct aid. About $65 mil- 
lion has been in the form of repayable loans. The balance, that is, 
some five-sixths of the total, has been in the form of conditional aid. 
That is aid which Belgium has passed on to other Marshall-plan 
countries in the form of Belgian-frane credits so that Belgium has 
not had very much net aid from the United States which it has kept 
and not passed on to others. 

That is a unique feature of the situation in Belgium compared to 
other Marshall-plan countries. 

Senator Green. How has she passed it on? What is the method 
by which she passed it on / 

Mr. Gitcurisr. The method has been in the form of Belgian-frane 
credits to other Marshall-plan countries—France, Italy, and Hol- 
land—which they could use to buy things in Belgium. This condi- 
tional aid has helped Belgium to increase its dollar imports, to finance 
its trade with other European countries, and to keep its productive 
machine going. That has been accepted and recognized. 

Senator Wirery. Is that the total amount to date / 

Mr. Guccurisr. Total amount to date is $600 million, with about 
$500 million conditional aid passed on to others. 

At the present time, no further aid has been definitely allocated to 
Belgium and Luxemburg for the present fiscal year. 

Senator Witry. Does that include military, too / 

Mr. Gitcneist. I am talking about the economic side only. A great 
deal of military end-item aid has been projected. 

Senator Witey. How much? 

Mr. Green. We will ask about that later. 

Senator Winery. I want to get a few things cleared in my mind. 
|Deleted.] Are all revenues in the Congo properly taxed / 


BELGIAN TAXES 


Ambassador Murruy. Their tax rate is higher than our own in the 
United States up to the $20,000 bracket. Over that it sluffs off. 
There may be an individual case in the higher bracket that is not being 
taxed as heavily as our own in the United States. 

Senator Winey. Were there any escaping taxes such as there have 
been in these other countries‘ No class preference ‘ 

Ambassador Murruy. No, sir. 

Senator Witey. That is all, Mr. Chairman. 

Mr. Gitcuristr. I might add on the tax question that the total 
amount of taxes paid, in percentage of the gross national product, is 
higher in Belgium than it is in the United States. That is direct and 
indirect taxes. 

As I said a minute ago, no further economic aid has been definitely 
allocated to Belgium and Luxemburg for the present fiscal year, 
| Deleted. | 
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BELGIAN MILITARY EFFORT 


As Ambassador Murphy mentioned a few minutes ago, Belgium’s 
military effort has increased rapidly and at the same time the aid from 
the United States has decreased.’ Belgium has drawn on her own 
gold and dollar reserves to a considerable extent during the last 12 
months. During the last 12 months the gold and dollar reserves have 
decreased from around $750 million to $600 million. That, of course, 
is not entirely due to the fact that Belgium used those reserves for her 
own military effort. It was in part due to the financial effects of the 
Korean crisis. But nevertheless, those reserves have been drawn 
on and the Belgian military effort has gone up during the same period. 

We have been discussing with the Belgians the possibility of greater 
effort on their part, as Ambassador Murphy mentioned. 

Senator Brewster. At about that time, that has been contrary to the 
trend in Britain, France, and the Netherlands, hasn’t it ? 

Ambassador Murpuy. Yes. 

Senator Brewster. Why is it that Belgium suffered while the others 
have profited in gold and dollar reserves / 

Mr. Giicurist. Mr. Dale, our Treasury representative, is more 
familiar with exactly what has happened there. 

Mr. Date. I think partly in the case of the UK and the sterling 
area generally, that they have benefited by the higher raw-material 
prices. While Belgium directly does not benefit so much by raw- 
material prices 


SEPARATE FISCAL SYSTEM FOR BELGIAN CONGO 


Senator Brewster (interposing). I wondered about the Belgian 
Congo. Haven't they been getting higher prices? 

Mr. Dare. Yes; but the Belgian Congo’ s fiscal and financial situa- 
tion is quite separate from the Belgian’s. 

Senator Brewster. Doesn’t she get the benefit of that ? 

Mr. Date. Yes; because a certain amount of raw materials are 
processed and sold in Belgium, but the fiscal and financial systems are 
quite separate. 

Senator Brewster. These figures do not include the Belgian Congo? 

Mr. Date. They do not. 

Senator Brewster. Why shouldn’t we have those? Why aren’t 
those included ? 

Ambassador Murrny. We shall do that, if you want. 

Senator Brewster. Why are they omitted ? 

Ambassador Murrny. For no special reason. 

Senator Brewster. When you tell us they have lost $150 million, 
how much has the Belgian Congo made ? 

Mr. Daur. I don’t have that here. 

Ambassador Murruy. We can find those, if you want them. 

Senator Brewsrer. Why are they excluded if it is a part of the 
Belgian economy ? 

Ambassador Murpny. Senator, the need in the Belgian Congo for 
financing is so great that there has not been a big surplus there to dis- 
cuss. The country has required so much in the way of capital invest- 
ment because of its totally inadequate transport and communication 
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system. It is a primitive condition so there is not a huge surplus that 
comes into question. 

Senator Brewster. I cannot see why those figures are not included 
in the Belgian economy, good, or bad, or indifferent. It is a little 
peculiar. We know that we are buying a great deal of material there, 
as you pointed out. What becomes of that money ? 

Ambassador Mureuy. That does enter into the Belgian picture 
because those companies which are selling those materials to us have 
their seats in Brussels. That income is included in the figures that 
we have given you. 

Senator Brewster. I wish you would clarify that. What is not 
included ¢ 

Ambassador Murpuy. I think Mr. Dale is trying to indicate only 
that there is a separate fiscal system for the Belgian Congo. They 
have their own Bank of the Congo, the bank of issue, so that there 
is a separate administrative and fiscal system there, but the profits 
on the strategic materials being sold to the United States are reflected 
largely in the Belgian figures rather than the Congo figures. 

Senator Brewster. That comes back to the point I make; if they 
have these raw materials which they are selling to us, in spite of that 
they have lost gold and dollar reserves. Why is that? Why haven't 
they profited like France, the Netherlands, and Britain ? 

Mr. Date. I believe, sir, it is because the figures that I have given 
are only Belgian figures, but let me give you two other reasons. One 
is that they do not include raw materials to as large an extent as the 
British do. The other is, as Ambassador Murphy indicated, that there 
isa large development program in the Congo, and those dollars which 
it earns are largely used for the imports into the Congo for that 
development program. In addition, as far as Belgium goes, she im- 
ports quite heavily from the United States and the rest of the dollar 
area and has a dollar deficit. At the same time she balances that with a 
surplus in Europe, which is something that she helps to finance her- 
self. She is taking on large reserves of European currencies which are 
replacing the dollars she has lost. 

Senator Brewster. This loss in gold and dollar reserves is offset to 
some extent by your sterling gains? 

Mr. Dare. That is right. Sterling and other currencies cleared 
through EPU 

Senator Brewster. Do you reflect that in your report ¢ 

Mr. Date. No, sir; but I have the figures on that if you would 
like it. 

Senator Brewster. I think that is all material. I was startled at 
this loss, but if it is offset by sterling balances I think we should 
have to have the whole picture. 

Ambassador Murpuy. We will give you the full statement on that, 
Senator. 

Senator Brewster. We understood Belgium was one of the first to 
recover. She has grown great through ingenuity and enterprise, and 
[ think we should have a balanced. picture of the whole Belgium 
situation. 
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BRITISH INTERESTS IN THE BELGIAN CONGO , 
Senator HickenLoorrer. What percentage of ownership in the vari- 
ous companies exploiting the Belgian Congo are owned by the British 
or British intere s/ 

Ambassador } urpuy. There is British ownership in the Unis 
Miniere that Senator Smith mentioned to the extent of about 20 
percent. 

There are also big holders such as the Lever Bros. in the palm-oil 
development in the northern Congo. 

Senator HickeNLoorer. What is the direction of taxes and revenues 
that the Government receives from those / 

Ambassador Murreny. The tax revenue from the exploit tax in the 
area goes to the Belgian Congo administration from the beginning 
with a percentage to the Belgian Government. The profit yield on 
the payment of dividends goes to the British, to the percentage they 
hold of the stocks. Most of these stocks are quoted on all of the Euro- 
pean stock exchanges and the London market. The exact extent of 
small holdings in the different enterprises, we don’t know. 

Senator Hicken oorer. The British are quite substantially involved 
in the raw-materials-production business in the Congo. 

Ambassador Mureny. They are involved substar*tally with ~espect 
to a few but not with respect to the mass of it. That is largely Belgian 
holdings, but there is British participation. 

Senator Green. Mr. Ambassador, we must be getting along. 

What do you think about the military? Could we have a summary 
of that ? 

Ambassador Murrnuy. I would like Colonel Martin to give you a 
brief outline of the picture and, if we have time, Colonel Robbins willl 
supplement that. 


ORGANIZATION OF MILITARY ASSISTANCE MISSION IN BEL SIUM 


Colonel Martrix. With vour permission, I would like to use the 
charts, Mr. Chairman, because I can go more quickly and make it 


clearer. 

I will discuss first, as the Acting Chief of the MAAG Mission and 
organization, personnel, training material, and special projects and 
problems. Then the service chiefs will cover some of the other aspects 
after that. 

As we receive our mission from the Joint American Military Ad- 
visory Group, J AMAG, it gives us permission for proper planning, 
formulation, supervision, and implementation of the military aspects 
of MDAP. Then through the State Department, or to the State De- 
partment, we have the mission of giving military assistance in matters 
appropriate to the MDAP channels of the Department of State, in- 
cluding those pertaining to general, distinct from military, MDAP 
policy coordination and direction. 

I have just a word on the organization of the MAAG. I thought 
you would be interested to know what personnel we have and how 
we use it. The Office of the Chief of MAAG has two officers, one 
civilian, and a security officer. There is a small administrative section 
of one warrant officer, three enlisted men, and three civilians. 
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Then there is the Chief of the Army Section, with a small group. 
of officers. This represents our allowed number at the present time, 
but we have not called for the full amount. We are short six officers 
and six enlisted men. 

The Chief of the Navy Section is for four officers, five enlisted men, 
and three civilians. 

The Air Force Section; 14 officers, 7 enlisted men. 3 civilians. and 
1 civilian production specialist. So much for the organization of the 


MAAG. 


BELGIAN MILITARY STRENGTH 


In the Navy it is expressed in minesweepers. | Deleted. | 

The Air Force build- up, we will give vou the details on, and I am 
going quickly to give Colonel Robbins a little time. 

Colonel Marri. iDe leted.| Here are the personnel figures 
{pointing to chart] and I thought you would be particularly inter- 
ested in | deleted |—the build-up- -as well as the present situation. 
| Deleted. | 

Ambassador Murruy. Do you want us to make a comparison of 
those figures for those forces with our own in the United States 

Senator Green. No; that is not necessary. 

Colonel Martin. To give you the picture as to the Army situation, 
we have a very small or a very simple organization. It is not as large 
as we really need. In other words, we are handicapped by a lack of 
personnel. 

I will not go into the details of the figures unless you desire it. 
Here is the build- up of force in the Army [chart] and it shows you 
graphically how that is going to be done. | Deleted. | 

Now just a word about the total personnel figures. This is military 
personnel that I am speaking of now. I have worked up this chart 
to see if there were any potential shortages. This was the result of a 
staff study. The red columns represent the requirements and the 


gray columns the different sources of personnel. 


Senator Green. What deduction do you draw from that? 

Colonel Martry. I will get to that in a moment. We drew one 
deduction here and that is that the manpower situation is under con- 
trol and we can develop the manpower for these forces thereafter. 

However, in the break-down we find out that there is a slight short- 
age here in the officer class. This chart represents only the officers. 
There is a slight shortage but that can be taken care of by de ‘velopment 
of the reserve. Then in the non-commissioned-officer class there is a 
tremendous shortage and that is being corrected now by the recruiting 
program. 


BELGIAN CONSCRIPTION PROGRAM 


The fact that the conscription program has passed for 2 years, as 
against a 3-year enlistment period with a pay almost 10 times as much 
for the senelen soldier compared to the conscript, is such an advantage 
that recruiting has shot up and it is just a matter now—in a few 
months—of retarding that in some manner. Their regular army and 
NCO contingents will come up and meet the requirement, we predict. 
[Deleted.}| | They are not severely short at the present time, but that 
will gradually be corrected. 
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Now just a word about the training; the total figures. This repre- 
sents what we have done in 1950. That is what is being done in 
Germany under the EUCOM and that represents what we are doing 
with the training teams brought into the country. 

In 1951 we project this [pointing to chart] with no training teams 
unless some unforeseen difficulties arise. [ Deleted. ] 

After 1952 they will manufacture their own artillery ammunition. I 
won’t go into the signal items in detail. This yellow block represents 
the spare-part component and this larger green portion is for packing, 
freighting, and transportation. 

Senator Gituerre. Is that the projected or the present status? 

Colonel Martin. This is projected through 1952. I thought you 
would be interested to see how the money was to be spent and is being 
spent. This is just an army chart and shows in the army budget what 
Belgium is spending of its budget for this as against the MDAP 
program. It is a simple chart but gives us a graphical illustration 
of what the compartive figures are. 

I thought you would be interested in that. I have a great many 
charts here of the detailed breakdown but I want to save some time 
for some of the others, too, unless you would like to ask me some 
questions about the detailed program. 


AIR PROGRAM IN BELGIUM 


Senator Green. I think we should proceed with the others. 

Ambassador Murpuy. Can we have a minute for the air? 

Senator Green. Certainly. 

Colonel Rossi: s. I am really going to give you a “broad brush” 
review or picture on this because I know our time is limited. I will 
skip right over to the main charts. [ Deleted. | 

To give you a quick picture of how we are going to build up accord- 
ing to that chart, and according to our program. = [Deleted.| Those 
airplanes are provided by the Belgians. | Deleted.] In 1952 we will 
replace the tactical aircraft with the United States aircraft. This 
group is scheduled to go later. [Deleted.] 

This group will go into a new field and this is the total. This group 
of interceptors will move into this area. This group will go into a 
new field. 

Senator Green. Is that field ready? 

Colonel Rossins. That is under construction right now, sir. The 
group of airplanes, furnished by the United States, will go here. 
| Deleted. | 

To give you a quick picture of what happens here and what is com- 
mitted to NATO on the 26th of October 1950, the Belgium Gov ern- 
ment committed certain tactical aircraft. At a conference here in 
Paris on the 9th of June, the Chiefs of the United States Air Force, 
the British, French, and Canadian said that the Belgians should come 
up with a higher requirement. Actually, we have been working on a 
program and we have a commitment from the Minister of Defense 
whereby we will commit even more. 

You might ask how many of these airplanes are going to be ready 
but I would like to show you this first. [Deleted.] All of those are 
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being committed to NATO. It will leave us one transport, not under 
NATO. 

You might also ask the question of the total number of unit aircraft 
that the United States is furnishing. That is this figure and the 
Belgians furnish these. [Deleted.] The nightfighters are an ex- 
pensive airplane so that they are carrying the load on that. 

Now to give you a quick picture of the training. In 1951 we trained 

234 in the United States. We will train 134 in Germany and we 
provided 46 United States instructors for training in Belgium. 

Our projected 1952 program provides for training 459 in the United 
States. That is due to the large increase in pilot training because we 
have to provide the pilots for ‘the airplanes when they are delivered 
off the production line. If the 1952 program is del: iyed, let us say 
to December, or something like that, we won't be able to send our pilots 
to the States and get them into a program in time to get them back to 
fly the unit aircraft when they come in. As you can see it is a pretty 
close thing from that point of view. [ Deleted. | There again is your 
pilot training. 

You will probably be interested in what happened to the 1951 pro- 
gram from an item point of view. We have received all vehicles spare 

yarts, and so forth, but from a dollar point of view, we are still short. 
FDeleted.] We have certain equipment in here which are long lead 
items although from an item point of view we are in good shape. 

On the 1951 program we have received all of our ammunition; that 
is, the war reserve ammunition. That is why we brought it in here. 
On the 1952 program they will provide most of their ammunition from 
Belgium. | Deleted. ] 

Part of the money will be spent for an interim structure program 
which will provide : additional fields for United States units, or other 
NATO units, but it shows that they are spending their money. 

| Deleted. | 

This is another quick picture but it shows what they have in the 

‘adar net. [ Deleted. ] 

Gentlemen, we have other charts, but I know that our time is limited. 
However, I do want to state that this is what our program is built 
around, the F-84E. 

Senator Green. I hope it is not obsolete by the time we get it. 

Colonel Rossrns. We have received some and they have flown 34 
hoursa month. We are getting more late this month. 

Ambassador Murray. Mr. Chairman, that about concludes our 
time, I think. 

Senator Green. Thank you. I don’t think that there are any more 
questions so that we will now proceed with Luxemburg. 

Senator Smirn. Could I ak one question ? 


Senator Green. Surely. 


DETERMINING BELGIAN CONTRIBUTIONS TO NATO 


Senator Smirn. When you gave us those allocations or the amount 
that Belgium was going to contribute, was that determined by the 
Brussels C onference—the allocation to Belgium—or did the Belgi: ans 
just do that for their own program ? 

Ambassador Murrny. What was that figure? $60 million? 
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Senator Smrru. No; the number of divisions. 

Ambassador Murrpuy. Yes. That is the | deleted] plan under the 
NATO agreement. In other words, there was an agreement made by 
all of the 12 nations in the group as to what each “could reasonably 
perform. [Deleted.] 

Senator Smrrnu. The estimated amount of money needed during 
fiscal 1952 was based on 1952 or the whole thing? 

Ambassador Murruy. Based on that plan. [Deleted.] 

Senator Smirn. What I am trying to get is this: In regard to this 
$8.5 billion that we are asking our people ‘for now, what is it to cover? 

Ambassador Murrny. Just the period of expenditures during fiscal 
1952. 

Senator Hickentoorer. Mr. Murphy, do they have local taxation in 
Beigium, or are taxes collected by the central government ? 

Ambassador Murruy. No; local taxes. There are nine Provinces in 
Belgium, which are also tax-collecting agencies. You have municipal, 
provincial, and central government. 

Senator HickeNnLoorer. You are not including taxation of the local 
authorities in that over-all picture? 

Ambassador Murruy. No, sir. 

Senator HickeNLooper. Just the national ? 

Ambassador Murpuy. That is right. 

| Deleted. | 

Senator Green. We realize that Luxemburg has been covered i 
part by what has been said, but notwithstanding, Luxemburg hana a 
definite individuality. Therefore, Mrs. Mesta, we would be glad to 
hear from you. Any questions can then be referred to your technical 
advisers. 


STATEMENT BY MRS. PERLE MESTA, UNITED STATES MINISTER 
TO LUXEMBURG 


Minister Mesta. Thank you, Mr. Chairman. 

Mr. Chairman, I feel that you gentlemen are so well informed that 
it will be hard for me to tell you or say something that you don’t 
know. However, I am always happy to talk about Luxemburg. 

You know that she is located in a part of the country where she is 
surrounded by Germany, France, and Belgium. I am sure that you 
also know that in years past Germany took a slice of her, Belgium 
took a slice of her, and France took a slice of her, so that it has left 
Luxemburg today a very small country. 

The Grand Due hy has about 300,000 inhabitants and it is joined 
with Belgium, as you know, in an economic union, but it is politically 
independent. It has been in an economic union with Belgium since 
1922, but more recently, in 1948, it joined with Belgium and The 
Netherlands to form the Benelux Customs Union. 


HIGH LIVING STANDARDS 


Living standards are high in Luxemburg, in comparison with the 
rest of Europe. ‘The per capita national income, in the last statistics 
published in 1948, has been estimated at about $550, but I feel that 
it is much higher today, if they were to take the statistics. 
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The most important branch of production, as you all know, by far 
is iron and steel; other industries are iron-ore mining, machinery, 
leather, pottery, tile, and cement. Important farm products are 
wheat, potatoes, butter, barley, and oats. Wine and beer are also 
produced in considerable quantities. Two-thirds of the wine is con- 
sumed in Luxemburg while one-third is exported to Belgium. Most 
of the beer produced in Luxemburg is consumed in Luxemburg, while 
a small quantity is exported to Belgium. 

The foreign trade of Luxemburg is included with that of Belgium 
in statistics covering the economic union. 


LUXEMBURG ECONOMY 


The principal exports consist of iron and steel, representing 90 per- 
cent of total exports, followed by leather, dairy products, beer, and 
wine. Exports to the United States during 1948 amounted to about 
$11 million, The principal imports are food products, wheat, iron 
ores, coal, petroleum products, automobiles, machinery, shoes, and 
textiles. 

The Luxemburg monetary unit is the franc. The Luxemburg franc 
is equivalent to the Belgian franc and is exchanged at the buying and 
selling rates of 49.95 and 50.05 frances per United States dollar. 
Belgian currency circulates freely in Luxemburg and is accepted as 
legal tender. 

TAX SITUATION 


The tax situation and its enforcement. The enforcement measures 
in effect consist of: (1) A right of execution which is applied by 
administrative decision, (2) the highest lien on all of the taxpayer's 
personal property or assets wherever located, (3) a legal mortgage on 
the taxpayer's real property. This mortgage, in most cases, need not 
be recorded to become effective. 

Tax collections in 1947 were equivalent to 24 percent of the national 
income. ‘Tax collections appear to be satisfactory and there is no indi- 

cation that tax evasion is handicapping the Government's efforts to 
raise revenues, Aside from the fact that the population is generally 
careful about meeting its fiscal obligations, there is the factor of the 
difficulty in concealing income in a country as small as Luxemburg. 


POLITICAL SITUATION 


The political situation. With regard to the political situation, the 
Grand Duchy of Luxemburg is placed under regime of the parlia- 
mentary democracy. The C hamber of Deputies numbers 52 deputies 
of four different parties which are elected by the people for 6 years. 
The four parties consist of the Christian Socials, Socialists, the Demo- 
cratic group—in Luxemburg they are called the Liberals—and the 
Communists. There is at present a coalition between Christian So- 
cials and Socialists. Both have three ministers in the new govern- 
ment. The posts of Prime Minister, the Ministry of Foreign Affairs, 
the Ministry of Interior, the Ministry of Finance, the Ministry of 
Defense, and the Ministry of Education are in the hands of the Chris- 
tian Socials, while the Socialists control the Ministry of Labor, the 
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Ministry of Economic Affairs, the Ministry of Justice, and the Minis- 
try of Transportation. 

The country has been ruled since 1919 by the Grand Duchess Char- 
lotte and has enjoyed a remarkable governmental stability, with two of 
the Cabinet Ministers remaining in office for 25 years or more. 


LUXEMBURG INDUSTRY 


The largest industry in Luxemburg is the steel industry. The pro- 
duction for the first 6 months of 1951 was 1,509,000 tons. There are 
three large steel companies in Luxemburg with ARBED being the 
largest of the three. The total workers in the steel industry are ap- 
proximately 22,000. Although Luxemburg is a great steel-producing 
nation, I think she i is considered about the seventh lar gest in the world. 
She only uses 3 percent of the production locally while 97 percent 
of its steel is exported, most of which goes to Belgium; 8 percent 
is exported to the United States. Wages in Luxe smburg are consid- 
erably higher than in surrounding countries. The mines and skilled 
workers are paid 30 to 35 francs an hour. 

I am sure that you gentlemen know that when General Eisenhower 
made his first trip to ~ Europe this fall and visited Luxemburg, that 
the Luxemburg industry—the chairman of this board—told General 
hisenhower that if the need occurred, the whole industry of Luxem- 
burg would be at his disposal. 

Senator Green. I notice that you gave the last figures as recent 
figures, but on the other figures they were for 1948. Those were the 
latest figures available ? 

Minister Mesra. Yes; the last statistics that we have. 

Senator Green. Do you have any figures showing percentage of 
the total exports and imports which go to the United States ? 

Minister Mesra. Eight percent. 

Mr. Green. Exports or imports? 

Minister Mesra. Exports. 

Senator Green. Thank you. 

ee Smiru. I assume, Mrs. Mesta, that the Luxemburg partici- 
pation in NATO is hooked up to Beligum. 

Minister Mesta. Absolutely. 

Senator Smiru. Is it combined ? 

Minister Mesta. Yes. 

Senator Brewster. I think before this committee the Minister 
should have no sense of modesty, because I think the country is about 
the size of what this committee regards as the most important state 
in the Union. 

Minister Mestra. Thank you, Senator. 

Senator GREEN. One reason that it is important is that Mrs. Mesta 
comes from there. 

Senator SparKMAN. Mrs. Mesta, you said that the rate of pay was 35 
francs an hour. What is the exchange rate? 

Minister Mesra. Multiplied by two. 

Senator SpaRKMAN. Sixty or seventy cents? 

Minister Mesta. That is right. 

Senator SparKMAN. You gave the steel production for 1952. 
assume you meant 1951. 
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Minister Mesra. I am sorry. Yes. 

Senator Green. Well, that includes Belgium and Luxemburg. 
Now, we would like to hear from the Netherlands. 

Senator GREEN. The meeting will please come to order. 


COUNTRY TEAM PRESENTATION: THE NETHERLANDS 


Mr. McFaru. Mr. Chairman, the next country team we have is 
the Netherlands. Ambassador Chapin is ill, abed, and he has sent 
Mr. O'Donoghue, the counselor of the Embassy in his place. 

Mr. O’Donoghue sits at my right, and next to him is Mr. Hunter, 
head of the ECA in the Netherlands. Then there is Mr. Haffner, his 
adviser. 

To my immediate left is Admiral Jones and next to him is Colonel 
Burnell. Admiral Jones heads the MAAG group and Colonel Burnell 
is in charge of the Army portion of it. 


STATEMENT BY SIDNEY E. 0’DONOGHUE, COUNSELOR OF THE 
UNITED STATES EMBASSY, NETHERLANDS 


Mr. O’Donocuve. Gentlemen, I want to say briefly that Mr. Chapin 
regrets very much that he was not able to be present himself. I think 
he knows quite a number of you, and he wishes me to convey his 
personal greetings. 

Senator Green. Convey to him our regrets that we were not able 
to see him. 


STABILITY OF NETHERLANDS GOVERNMENT 


I might start off by saying that the Netherlands Government is 
one of the most stable in Europe today. It is a coalition dominated 
by the Catholic and Socialist Parties, called the Labor Party at times, 
and there is a minor participation of the Liberal Party, the party of 
Foreign Minister Stikker, and the Christian Historical Party. 

They have had their interparty differences—as what parties do 
not—and last spring just when we thought we were getting the wheels 
rolling, a crisis came up which lasted 7 weeks with a caretaker cabinet. 
The question raised was raised by Foreign Minister Stikker’s own 
party and implied a lack of confidence of his party in him, whereupon 
he resigned and the government resigned with him. 

There then followed 7 weeks of party leaders endeavoring to form 
a government. For the resignation of the government was not lack of 
confidence in Mr. Stikker, but rather the necessity which the parties 
felt they would have to rise to, to increase defense expenditures and 
force additional sacrifices on the people. 

There was no one party which wanted to accept that responsibility. 

However, at the end of 7 weeks they did manage to get a government 
going and the cabinet was more or less the same. There were some 
slight shifts from one post to another, but the principal change was 
in the Ministry of Defense. The Minister of Defense, Mr. Staaf, 
a man of about 45. He was formerly Secretary General of the Min- 
istry of Agriculture and one of the most able men in the civil service. 
He has a splendid reputation as an organizer. Since his taking over 
the Ministry of Defense there have been admirable advances made in 
the field of organization and they are getting down to business. 
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We also have a new Chief of Staff, General Hasselman, who, so far 
as I can gather, is getting along extremely well indeed. He made his 
reputation as inspector general of the calalroot, which is now the ar- 
mored cavalry. He is casting tradition to one side in that staff officers 
are now being sent out to the field whereas, prior to his advent, they 
weren't. For example, I knew one quartermaster general, a very able 
man, who went on the staff 25 years ago as a first lieutenant. He was 
retired about 3 months ago as a general who never had any service 
with troops, was constantly with staff headquarters. Now they are 
getting out with the troops. 


NETHERLANDS DEFENSE BUDGET 


I will touch very briefly on the defense budget which has been the 
main thing. It was originally set at 850 million guilders for 1951. 

Senator - GREEN What is that in dollars? 

Mr. O'Donoguve. Approximately 325. The budget has now gone 
up from 850 to 1.5 billion guilders. 

Senator Green. Would you give that to us in dollars? 

Mr. O’Donocuve. That is $394 million, Mr. Chairman. | Deleted. | 


FEELING OF NEUTRALISM 


As you know, the Dutch prospered, lived, and had a tradition of 
neutrality and pacificism for a long number of years, and they still 
are not over their shock and surprise of the invasion of May 1940. If 
you get to talking to them, they are still bewildered by the fact that 
any country could have invaded them. 

I came to The Ilague 2 years ago at the start or inauguration of the 
MDAP program, and there is no doubt that there was a feeling of 
neutralism, if you want to call it that. There was no army of any 
sort. There was no air force of any sort, and the navy which took part 
and fought with us during the last war had only about 60 percent of 
its prewar facilities. 

The Netherlands itself suffered a very severe occupation from which 
they have recovered admirably, and are continuing to do so. Apart 
from certain groups in the Communist Party, it 1s my quite honest 

opinion now that there is no feeling of neutrality or apathy in the 
Government or in the people—except in the small group of the Com- 
munist Party. [ Deleted. ] 


RESTORED CONFIDENCE 


The initiation of the MDAP program, the arrival sixteen months 
ago of the first MAAG elements, then at the beginning the inflow of 
the military end-item equipment, and above all the visit of General 
Eisenhower, has restored confidence to the people, not only in the 
Netherlands, but in all of Europe, and has hardened their will to 
fight and their determination to resist. There was always the feeling 
that the United States would, if hostilities broke out in the East, 
withdraw to the Pyranees, and this feeling was not only in the Neth- 
erlands but elsewhere. They didn’t want to be liberated again. That 
will and determination is there now and I think will continue to grow 
as the months go by. 
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COMMUNISM NEGLIGIBLE FACTOR IN NETHERLANDS 


It is not necessary to go into the question of communism in the 
Netherlands. It is almost a negligible factor. They had their peak 
in 1945-46, and since that time it has declined continuously. The 
Communists claim that they have 163,000 members. Our own esti- 
mates are that there are perhaps 80,000 potential Communists. That 
is, they might be considered as a part of the number but not members. 

Senator Hicken.oorrer. Fellow travelers? 

Mr. O’Donognur. Yes. There are 34,000 enrolled in the party and 
of that 34,000 only 10,000 pay dues. That is the hard core. 

Senator Witey. What is the total population ‘ 

Mr. O’Donocuve. It is 10,250,000. There is an increase of 52,000 
over the past year. They have the highest birth rate and the lowest 
death rate in Europe. 

Senator Witey. What is their quota to the United States? 

Mr. O’Donoguvr. I don’t know what the exact figures on the quota 
are. It is around 2,500 a year. 

Senator Witey. They are a good breed; we can use them. 

Mr. O’Donocuvr. Excellent. Canada is taking 15,000; Austria, 
5,000; New Zealand, 5,000. 


CONSIDERING INDONESIAN SITUATION 


Senator Brewster. What has been the effect of Indonesia? Do they 
want to come home? 

Mr. O'DonoGuur. Yes: but there is still a large number of Dutch 
civilians. There is a Dutch civilian mission comprising not more 
than 3,000. 

Senator Green. Do they anticipate going on fighting? 

Mr. O’Donocuur. No, sir. [| Deleted. | 

Senator Brewster. How much did Holland increase its dollar and 
gold reserves last year / 

Mr. O'Donocivur. I will let Mr. Hunter take over from here now 
and give you that whole economic background. 

Senator GREEN. Go ahead. 


ECA OBJECTIVES 


Mr. Hunvrer. I agree with what Mr. O°(Donoghue has said but from 
the ECA point of view we have had two objectives in recent months. 
I have been there for 2 years, and most of the staff the same length 
of time. Those objectives have been the restoration of the economy 
and the rearmament. We feel that those two must be consistent with 
each other and advance together: namely, that we must maintain a 
strong economy and at the same time get all the rearmament that the 
country can possibly stand. 

I should first say that if you went to Holland—as some of you have— 
you would find apparent prosperity. You would find a good standard 
of living, good, comfortable hotels, plenty to eat, no slums, and just 
generally a happy situation. However, there are some very deep 
problems and I will just sketch those quickly so that we can make 
them the basis of our discussion later. 
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BALANCE OF PAYMENTS PROBLEM 


The balance of payments problem, I think, is the outstanding one. 
There is a hard core of dollar imports that Holland requires, which 
simply is not met in any way. She has sold ne, of her security 
holdings although there are still some securities in New York. She 
has developed her exports. She has nearly doubled her exports to 
the States. 

Senator HickenLoorer. Does the Queen still own the Westchester 
Apartments ¢ 

Mr. Hunrer. I don’t know, but she is a very rich woman. 

The imports are figured something like this: The hard core of im- 
ports is something in the neighborhood of $300 million, and the ex- 
ports, on the other hand, plus services, are about $100 million so that 
you have a hard core of dollar imports consisting of grain, food grains 
and coarse grains for cattle and chickens, cotton, ‘wool, oil, and all 
sorts of industrial imports. 

In fact, it is interesting that the imports are about 50-50; that is, 
the consumption of goods “for the human population and cattle popula- 
tion. On the industrial imports she has had another problem in con- 
nection with Germany. Having lost that market after the war, and 
now faced with difficulties that Germany has gotten into, would shut 
off the possibility for exporting vegetables and other foodstuffs that 
she raises. 

I believe that we have already referred to the Indonesian problem. 


TRADE BETWEEN GERMANY AND HOLLAND 


Senator Hickenvoorer. I would like to ask you something on that 
very point, 

I would like to ask you a question about the exchange of products 
between Germany and Holland. I was told sometime ago by one of 
our people we had come back from Germany—not on this trip this 
time to Germany—that in his opinion there was considerable progress 
to be made if the Germans and the Dutch merely got together. He 
said that there were opportunities for trade that they did not seem 
to be exploiting at all. 

Mr. Rowe. There is a little difference in trade. Holland buys 
heavy goods, such as machinery, ordered ahead of time but not deliv- 
ered immediately and cannot make payment for them until it gets 
delivery, while Holland has a day-to-day business similar to that of 
a milkman and coming along every morning. She sells vegetables 
and perishables. 

Sometimes the trade will balance out in Holland fairly well to a 
large degree, and on the other hand, sometimes it will swing strongly 
the other way. If you bear in mind that when one delivers the long 
delivery stutl, and the other is constantly putting up these veget table 
and horticultural deliveries and dairy products. 


DUTCH INVESTMENTS IN INDONESIA 
The next thing referred to is Indonesia. That was a source of 


income to the Netherlands to the tune of about 10 or 11 percent of 
the national income. With the chaos that exists there, and the inabil- 
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ity to take out earnings, the Netherlands income from that source has 
dropped at least in half. There are no very exact figures on it, but 
I would say that the income derived from trading, remittances, and 

earnings from the plantations from the dealing in the raw commod- 
ities supplied to Holland by Indonesia has greatly diminished. 

Holland has such a tremendous stake in Indonesia that if the figure 
is compared in terms of the United States, it would be about the equiv- 
alent in our terms of $30 billion invested in one spot. It is as though 
we had this much in the Philippines, in Cuba, or some other place 
inthe world. It means that it is of tremendous interest. 

Senator Green. Is there any interference with the exercise of 
ownership by the Dutch of the properties in Indonesia 

Mr. Hunter. Only the shootings of the managers and ravaging - 
the plantations as well as the support of these armies that are there by 
the plantation owners. 

Senator Witry. You say “only”? 

Senator Green. Confiscate ? 

Mr. Hunter. Interfering with their full operation / 

Senator Green. Yes. 

Mr. Hunter. Mr. Haffner, do you want to comment on that / 

Senator GREEN. Our question was one of ownership. 

Mr. Hunter. There is no nationalization or interference in that 
sense. 

Mr. Seekarno made a statement the other day indicating that they 
were not at that moment thinking of attempting nationalization. 

Senator GREEN. Just temporary, illegal disorder ¢ 

Mr. Hunter. Yes; and if you could have stability returned, I am 
sure that the Netherlands would benefit tremendously. 


DUTCH DOLLAR SECURITY 


I have spoken of the dollar security that Holland had in terms of 
dollars in New York, and other investments in the States. I suppose 
that before the war that was in the neighborhood of $1,500,000,000. 
I do not have any accurate figures but I suppose that these holdings 
are between $200,000,000 and $ $300,000,000. In other words, she has 
depleted those stocks for the purpose of maintaining her economy, 
bringing in food, and paying for imports from the United States and 
other areas of the world before we arrived with ECA aid. 

Another factor is the terms of trade which have turned against 
Holland. That means that her export prices have not been raised. 
She has fixed contracts with England for dairy products, while the 
things which she imports have risen greatly. I don’t need to tell you 
gentlemen that. 


DUTCH DEPENDENCE ON TRADE ACROSS BORDERS 


Forty percent of the national income of Holland is represented by 
trade across her borders. She has practically no natural resources 
except certain coal, some salt, and a few other things besides the indus- 
try of her population and her capacity to raise vegetables and the like. 
The natural resources simply do not exist so that she has a tremendous 
import problem for food, animals, and industrial machinery. That is 
a very serious problem. 
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Another point is that in connection with the rearmament effort 
which we have asked for, that increases the amount that she must 
bring in. There is a rough calculation that out of 6,000,000,000 
guilders, or $1,500,000,000, she must bring in one-sixth of that in 
actual purchases from abroad. 

In addition to that of the amount ordered internally from the manu- 
facturers and contractors inside of Holland, they must order from 
outside which in turn becomes a burden on the balance of payments. 
In other words, one-third or $500,000,000 represents the burden that is 
imposed on the balance of payments by the military effort that we have 
asked for. These are the balance of payments arguments. One other 
thing that Holland is attempting to avoid and has done a good job on 
is the fear of inflation regarding the military policy. 

As you all know, after the First World War there was terrible in- 
flation in Germany, Austria, Hungary, and the Netherlands has been 
thoroughly scared by the possibility of that happening again. One of 
the accomplishme nts of the ECA is the avoidance of terrible inflation 
in Europe. But in Holland they have been particularly careful about 
it and many of the policies that they have followed are directed toward 
saving of savings in the country and escaping inflation. 

Another factor, as Mr. O'Donoghue referred to, is the political 
troubles that have a direct bearing on the economic situation. The 
Socialists have made promises to increase the standard of living and 
increase housing. Holland is desperately in need of housing. Other 
promises have been made—not playgrounds, as in Germany, but new 
railroad stations, and this and that-—which would tend to increase the 
investment in the country, and tie up capital in fixed assets instead 
of in working capital of the country. So the political side of it does 
have a bearing on this. 


DUTCH FINANCIAL SITUATION 


The present financial situation is one of extreme tightness. That 
has been brought about deliberately to enforce deflation and tighten 
the belt all through, not only for the purpose of shrinking this balance 
of payments problem but also for the purpose of carrying forth the 
rearmament effort. 

Mr. O'Donoghue referred to the Cabinet crisis and one of the funda- 
mental things of the Cabinet crisis was what is called the Sperenberg 
report that was made by a committee of the Cabinet with some of the 
younger economists and Government officials participating in it. 
They made a report to the Government that deflation was absolutely 
necessary. They must tighten credit, reduce investments 20 to 25 per- 
cent, increase consumption 5 percent, increase taxes and meet this addi- 
tional burden of this $500 million in 4 years—or one-fourth of that for 
l ve: ook yy taxes and by loans. It was partly by loans and partly by 
taxes. Two hundred and fifty million guilders, or $60 million, in 
additional taxes were laid. 

It is significant to me that the labor groups, the Socialist Catholic 
labor groups, as a matter of policy agreed that they would stand fora 
> percent cut in their standard of living. That is an unusual thing. 

Prices rose 11 percent, and wages only rose 5 percent. They suf- 
fered more than they had contracted to take, and they complained 
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about it for a long time, but in the last 3 months the cost of living 
index has remained stable and you hear no complaints any further 
from labor. That was their part of the deal under which this Cabinet 
was formed, 

Of course, labor is a very strong element in the Socialist Party and 
in the formation of the Cabinet. 


MILITARY EFFORT IN THE NETHERLANDS 


Roughly those are the economic factors. ee _happened next? 
The Government made certain commitments under NATO to increase 
its forces. [Deleted.] The Government also offered in addition to 
making that commitment to make additional military items; that is, 
our list of end items that we supplied. The list of items required 
contains certain.items supplied by the United States and others that 
Holland can make obviously without increasing the inflationary in- 
fluences in the country and increasing the import necessities. 

The Government thought that they could possibly do 230 million 
guilders, or $60 million, of additional military production. They 
could select out of this end-item list additional items that the United 
States would not have to give them, but which they could make them- 
selves provided we would supply certain raw materials required for 
that particular effort. 

That agreement was reached and it is now a matter of record between 
the two governments that they will fulfill their commitments under 
NATO and will undertake the additional military production, subject 
to our economic aid and subject to our aid in the way of actual military 
material over and above what they can make themselves. 

So we are at this point today in our discussions with the Netherlands 
Government. ‘They have supplied us with an aide memoire which has 
been sent to Washington with our comments. We at first objected to 
it as inadequate, and in conferences with State, Defense, and Mr. Batt 
and Mr. Spofford in London we complained that that was not enough. 

Senator Smrrx. On the production side? 

Mr. Hunter. Partly on the production side. Not enough them- 
selves, and not getting the troops soon enough. That was another 
point. The troops were more on paper than in being. 

They have revised that point and, as Mr. 0’ Donoghue said—— 

Senator Green (inter posing). All of them; those points ? 

Mr. Hunter. Those points. They have met us now on these differ- 
ent bases. Mr. Staaf and Mr. Boer visited General Eisenhower last 
week and said that he would have the forces that Marshal Montgomery 
and General Eisenhower have asked for, for next summer instead of 
6 or 9 months later. They have increased the training period to 20 
months and they have promised the 230 million guilders that I have 
told you about which consists of trucks, jeeps, electronics, and other 
things which the country has facilities for. [Deleted.] 

Now, we are up to the point, therefore, where there has been dis- 
cussed the fulfillment of these commitments on the part of the Dutch, 
and they have discussed with us our granting them aid to the tune of 
$155 million for the coming year. 

Actually, they asked us according to their estimates for $270 million 
for the period January 1 of this year to June 30 of next year—an 
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18-month period. In our conferences those were the figures arrived 
at. Our actual aid, if we happen to do any such figuring as that, will 
be $195 million. 

I have felt—and so has the Ambassador, Mr. O'Donoghue, and the 
admiral—that there is no use of arguing further, if they did this politi- 
cally, or if they did this deflationary measure, or laid a further burden 
on the population of another reduction in the standard of living, they 
could do this, that, or the other. We have felt that coming as the “V did 
with an estimate of $270 million we expressed a sufficient dissatisfac 
tion, if we had any dissatisfaction, in reducing or supporting the W ash- 
ington view that $155 million, plus the $40 nullion that we gave them 
the first 6 months of this year, was an adequate figure. 

Conditions might change. There might be ac ‘hange in the direction 
of the commodity prices which would assist the Dutch commodity. 
/ hey might be able to deve slop more export, put into effect some thing 
else, and, in other words, we would take advantage of all the favorable 
possibilites and reduce. | Deleted. | 

Senator Gitterre. You are talking about ECA aid 4 

Mr. Hunrer. ECA and other military aid combined. 

Senator Gitterre. Combination / 

Mr. Huwnrer. Definitely combined. 

Mr. O° DonoGuvr. ae the end items. 

Mr. Hunrer. No: but the aid for the production of end items in the 
country. That would take certain doll. iv imports and that would be 
financed within this same figure. —[ Deleted. | 


DUTCH DOLLAR POSITION 


Senator Brewster. Will you give their dollar position / 

Mr. Hunver. I think the total hok lings now are a little above 3300 
million, 

Senator Brewster. Did they increase their gold and dollar hold- 
ings in this last year / 

Mr. Hunver. Only for a time. I think it increased about $100 
million. That has rapidly gone away. 

Senator Brewsrrer. How did that come about ? 

Mr. Hunrer. By-anticipated payments, and actually increasing ex- 
ports to the dollar area, I can give you an analysis of that if you 
would like 

Senator Brewsrer. I would like to have it. Does that $300 million 
represent or include the $100 million you mentioned / 

Mr. Hunrer. Yes. 

Senator Brewsrer. Now, you say it is rapidly going away. What 
is the rate? Py, 

Mr. Hunrer. The rate is about $30 million a month. I think. o 
something about that. 

Senator Brewster. $30 million ? 


Mr. Hunvrer. Yes. 


Senator Brewster. That means you wouldn't have any left for long. 


CRISIS DEVELOPING IN CABINET CONCERNING CONTROLS 


Mr. Hunrer. Yes. That is the reason for a crisis that is now de- 
veloping again in the cabinet on this point. [ Deleted. ] 
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The imports are tending to diminish. The import licenses, for in- 
stance, that are being issued now are markedly lower. We are having 
a study of that m: ade so I will not try to quote figures. 

The Minister himself informed me that there is a marked improve- 
ment in that. It has developed such a crisis in the Cabinet on these 
questions of policy v that the one side says, “The rearmament effort Is 
too heavy. The measures that you are taking are too slow. We must 
put the controls into effect.” : 

The other side says, “If you have patience, the situation in 5 or 4 
months will str aighten itself out and there will be a turn that will as 
sist in rebuilding the gold reserve.” 

They are asking for patience. 

That all, of course, focuses in a need to request dollars from tl 
United States. Fortunately, yesterday, or the day before vesterd: LY, 
ECA, Washington, informed me that $10 million had been grante 
out of the joint resolution ap propriations Which was available 
July. That greatly heartened the Government. 

I had to leave night before last so I have no reaction from that yes 
terday, but late night | vefore last there was a great satisfaction wit] 
that gesture, which they regarded a as a gesture on the part ot the 
United States. They feel that hen are going ahead with a 4-year 
program in the military business far be yond what we are doing in the 
actual appropriations, 

They are going to place orders; and the cables that we have sent 
indicate that there are already orders in the War Department to place 
the orders for this work. They have made the commitment to Gen- 
eral Eisenhower and come through on all the details. and vet Congress 
cannot give them any assurance about aid in future years. 


it’ 


eo 












EFFECT OF STABILITY IN INDONESIA 

Senator Brewsrer. What extent would stability in Indonesia help 
them out / 

Mr. Hunrer. In the way of dollars / 

Senator Brewster. Yes. 

Mr. Hun'rer. I would judge that it would be built back to something 
like 10 percent—s or 9 percent of the national income. That 
would be about 1,860,000 guilders or roughly $300 million. 

Senator Brewsrer. Would that solve their problem / 

Mr. Hunrer. To a certain extent. | Deleted. | 

Senator Witry. What are we buying, 
anything, in Holland 4 

Mr. Hunrer. Actual orders placed by NATO countries are sur- 
prisingly small. The last figure saw for the whole country was about 
$13 million. There is a possibility, of course—— 

| Deleted. | 

Senator Witry. The reason I say that is if we shove into Holland 
hundreds of millions of dollars of productivity, that would naturally 
give her an increased national income, and ought to certainly decrease 
contributions that we are giving that make her more adequate herself 
to meet her own proble ms. 

Mr. Hunver. Yes; but I have to judge it on the basis of the foreign 
exchange problems raised by all of those .questions. 
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she agrees to make this 230 million guilders and $60 million additional 
internal construction—jeeps, electronics, trucks, and so on—the neces- 
sity of the situation requires imports from other areas so that the 
foreign exchange question still arises. It is a country that is so greatly 
tied to the outside. As I say, 40 percent of her native, national produc- 
tion is related to the outside world. 

Senator Witry. They have got us into a squeeze which we realize is 
” etty serious. I see that Senator Lodge made some comment the other 

day where he figured that instead of $8 billion it would have to be 

cut to a figure some $2 billion lower. We are having quite a time with 
our own budget and our own problems so it is a problem that has to be 
faced. [ Deleted. ] 

Senator Green. What about the procurement costs. How are they 
figured ? 

Admiral Jonrs. They are estimated figures. 


ATTITUDE OF THE DUTCH PEOPLE TOWARD NATO 


Senator Smrru. Mr. Hunter, I recall a meeting of about a year 
ago in Paris, and according to mye recollection you have been in Hol- 
land since ECA began. 

Mr. Hunrer. No. Dr. Valentine was there first. He was there 
probably 9 or 10 months. 

Senator Smiru. I know I was very much impressed with your state- 
ment last year but the question I want to ask this year is this: Have 
you been following the public sentiment among the Dutch people on 
this whole set- up! I am frank to say that I am a little troubled, in 
traveling around and talking to people in these other countries. The 
impression that I got was that while they welcome and cheer that Gen- 
eral Eisenhower is here and the Americans are taking the initiative, 
the people in France, the people in Belgium, the people i in Holland, 
and the people in the Scandinavian countries think they are doing us 
a favor to come through with these programs and do not seem to, get 
the spirit of what is happening here. It is the attempt to help them 
defend themselves, their own territories, and save themselves from 
destruction and from another invasion. What I am trying to get at, 
is the spirit fundamentally there—it ought to be in the Dutch people— 
to protect their own countries, take their coats off and sweat blood and 
tears to do their? 

Mr. Hunrer. I think there has been a tremendous change of that 
very nature in the last year. 

Mr. O’Donocuoue. Ever since Korea. 

Senator Smiru. I am glad to hear that. Last year I was not sure 
about that at al and I am wondering whether Korea and Eisenhower's 
coming over has changed psychology. , 

Mr. O’Donocuvr. lagu ly, your ‘colleagues were in the Hague and 
met six of the cabinet members at my house. They were very much im- 
pressed with their vigor and outlook. They area very forward looking 
group of people. 

Senator Smrru. You think in good faith we can go back to our 
colleagues and say that as far as your country is concerned, Holland, 
there has been a change in the build-up of the real determination 
to stand together? 
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Mr. O’Donocuur. Yes; that is an honest opinion. 

Mr. Hunvrer. That is the unanimous view of the Americans in 
Holland. 

Senator Smirn. I am glad to hear that. 

Mr. O’Donocuur. You would be cheered by the change. They 
are slow to get started but once they do they go ahead. 

Senator Smirnu. Admiral, are you going to speak to us on the 
military situation ? 

Admiral Jongs. Yes. 

Mr. Smirn. Are those divisions that you spoke of comparable to 
the Belgian’s divisions? Were those assignments of participation 
made at the so-called Brussels Conference some months ago by 
agreement with the different countries. In other words, who said 
Holland would give the divisions? 

Mr. Hunter. That was arrived at at that meeting. 

Mr. O’Donoguvur. Excuse me. I think that is on another plan. 

Colonel Burney. It stems from the Brussels Conference. 

Mr. O’Donoenvur. Worked out by the standing group in 
Washington. 

Mr. Hunter. The answer to your question is “Yes”. 


ECA AID SEPARATE FROM MILITARY AID 


Senator Gitterre. I have two or three questions I would like to 
ask. Going back to this interrogation of Senator Wiley and also 
a question I have asked in that connection, with reference to the 
$155 million ECA aid which I believe you stated was separate from 
the military and item dollar aid. [Deleted.] How much of this $155 
million ECA aid which you said was to be devoted to increased 
oroductivity, is due to military demands? How much of it would 
e necessary outside of the military effort ? 

Mr. Hunter. That is a very difficult question to answer. I don’t 
know that we have actually been able to analyze it. These are just 
some round figures but if you figure that the national budget is 5 
billion guilders—$1.5 million—and 30 percent of that is applied to 
the military effort, that is the military budget. Then if you consider, 
as outlined in the other discussion, the amount of imports involved 
and created by the military effort, you come to a figure of $500 million 
which is exactly the increase in the military budget. Just as a pure 
guess, I would say that half of it may be—— 

Senator GiLLeTre (interposing). Half of the $155 million? 

Mr. Hunrer. Possibly. 

Senator Gitierre. Had it not been for this military demand that 
has developed here, would it be your opinion that ECA could have 
been sasaeaala 

Mr. Hunter. No; I think I should correct that figure to one-third. 
I think that would be nearer the reality. ; 

In answering the second question, I do not think that ECA aid, 
or any aid of that character, could be abandoned. As I brought 
out earlier, that hard core of $300 million of imports as against the 

ssible $100 million level of exports leaves us $200 million. 
FDeleted.] 


Senator Gitterre. How about unemployment? 
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Mr. Hunter. There is none. One can almost say there is none. 

Senator Gruterre. With reference to the budget, does the Indonesia 
area figure in your figuring of the budget ? 

Mr. Hunrer. Not at all. 

Senator Gitterre. There is no income to the Government of 
Holland from that area? 

Mr. Hunvrer. Only indirectly through the taxation which would 
be applied to earnings of Dutch companies in Indonesia, earnings 
that they would draw from Indonesia. 


PROFITS OF DUTCHE COMPANIES IN INDONESIA 


Senator Giuterre. IT would like to refer, for instance, to the 
suggestion that Mr. O'Donoghue made. That is, that under contracts 
with Great Britain for exports or imports from Holland the price 
was fixed and they were suffering comparatively. 

I happen to know from some investigation that a group of Senators 
were making that the price of rubber to America rose from around 
17 cents a pound to 91 cents per pound, much of it from Dutch sources. 

They didn’t suffer from that. 

Mr. Hunrer. No, but you must remember that those earnings go 
to Indonesia and not to Holland. 

Senator Gitterre. But they go to the earnings of the companies 
that control the rubber and through taxation the Netherlands or the 
Holland Government certainly benefited. 

Mr. Hunrer. That is quite true, but the Indonesians get the foreign 
exchange earnings and the Dutchmen have a claim on Indonesia only 
for gilders. If, like England, they could still retain Indonesia, the 
foreign exchange earnings would pass through the Netherlands and 
they would be the beneficiaries, such as England was of Malaya, and 
so on, but the Indonesians now being an independent government 
properly keep the foreign exchange themselves and all that they owe 
to the Dutchmen is guilders. 

Senator Gitterre. Is there expropriation of the property of Dutch 
companies / 

Mr. Hunrer. No; that has not happened. 

Senator Gitterre. How about the merchant marine? Has it ex- 
panded ¢ 

Mr. Hunrer. The merchant marine of Holland is about where it 
was prewar, or something like that. 

Senator Green. Admiral Jones, we want to hear from you. 

Admiral Jones. I think that you have been well briefed on that 
in your previous session. 

Senator Green. If there is anything further, we would be glad 
to have it. 


DUTCH DEFENSE EFFORT 


Admiral Jones. I don’t think there is anything to add to what I 
have heard this morning, but I might add that I am the Chief of the 
MAAG group. 

I shall let Colonel Burnell cover the air force in more detail but I 
will touch on it briefly. [ Deleted. ] 
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The deliveries of material were 87 percent in 1950; 20 percent so 
far as the Navy is concerned. { Deleted. | 
The Navy enlistment is for 21 months and the nontechnical rate en- 
listment is for 6 years; the technical rate enlistment is for S years. At 
any one time on service in the Navy there are 3,000 and 1.000 marines 
under the 21-month enlistment. 


DUTCH SHIPBUILDING 


Senator Green. There is one statement I would like to have you 
explain further. That is this: You stated that notwithstanding the 
plans for the united defense called for now, are there no cruisers for 
Holland ¢ 

Admiral Jones. Yes. 

Senator Green. She was going ahead and build them herself ? 

Admiral Jones. They started those before the NATO organization 
was effected and they are insistent upon completing those ships. 
| Deleted. | 

Senator Green. She is not calling upon us to do that ? 

Admiral Jones. No, sir. She is taking that out of her defense 
budget and it figures on what—— 

Senator Green (interposing). They are already started. She is 
not starting any new ones ?/ 

Admiral Jones. No, sir. 

Senator Green. How much are they going to cost her? 

Admiral Jonrs. The destroyers for 1951 are down for about $16 
million and they won’t be completed until 1954. It is about $16 mil- 
lion for this year, $15 million next year; $14 million in 1953 and $14 
million in 1954. 

Senator Green. Is that all she is building? 

Admiral Jones. They have proposed the construction of | deleted | 
but they have not started on those other than in the planning stage. 
| Deleted. | 

There is nothing committed in that budget except $1 million for 
planning. 

Mr. Green. But if she balanced her budget and we are called upon 
to supply funds to cope with that facet—— 

Admiral Jones (interposing). If they cancel those contracts, Mr. 
Chairman, it would cost them as much as it would to continue with 
the construction. 

Senator Green. Any further ships? 

Admiral Jonrs. Of that type? 

Senator GReEN. Are there any future ships planned of that type, or 
of any type? 

Admiral Jones. No, sir; not under their own construction. 

Senator Green. I believe that we were going to have a supplemen- 
tary statement. 

DUTCH AIR FORCE 


Admiral Jones. I believe that finishes the Navy. | Deleted. ] 
Since Korea there has been a notable step-up in their morale in both 

services, and I believe that I can add to that, the Army, too. 
Senator Gruterre. Is part of that Navy air arm? 
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Admiral Jonrs. Yes, sir. Not the figures I just gave you under the 
airforce. [Deleted.| The air force percentage of the budget is about 
18 percent this year and all of that is for end items and possibly for 
planning. [Deleted.] A great deal of their end items money is being 
spent on training. [ Deleted. ] 

I believe I heard Colonel Robbins say that some have gone to the 
United States and some have gone to stations in Germany. Some of 
the trained personnel have returned from the United States. The 
build-up on that training has been such that they have not been able 
to do much in Holland. That program, however, is beginning to take 
shape. Practically all of this electronic equipment is being provided 
locally and none under MDAP. 

Senator Green. Does that finish with the air? 

Admiral Jongs. Yes, sir. Now we would like to hear about the 
army. 

DUTCH ARMY 


Colonel Burney. Mr. Chairman, you know the commitment. [De- 
leted.] We must remember that on top of that they have a respon- 
sibility, acknowledged by NATO, for their territorial defense. | De- 
leted. } 

You have already heard a great deal about the difference in prob- 
lems in the different countries. Here is a case where probably it is 
similar. 

Holland also had nothing left in 1945 as the army was almost com- 
pletely wiped out. Its officers had spent 2 or 3 years as prisoners of 
war in Germany so that we could truly say that as far as the army 
is concerned they started again at zero. 

Immediately after 1945 they had the Netherland’s Indies commit- 
ment to take care of and they were busy with that until 1949. Astothe 
commencement for the build-up of NATO, we have to look to 1950. 
In October 1950 the first group of conscripts was brought in for the 
NATO commitments. However, in July of that year they had some 
Indonesia veterans which were available. These veterans were very 
well trained as individual soldiers and had fought in company-size 
combat teams in the Indies, but there is a great deal of difference be- 
tween company-size combat teams and divisional combat teams so 
that they needed a great deal of retraining. 

However, to meet their 1951 figure they had to delay the retrain- 
ing of Indonesian veterans as a temporary stop-gap measure. { De- 
leted. | 

In addition to that they are bringing in conscriptees, a group of 
regimental combat teams for each quarter, or each 4 months I should 
say. [Deleted. ] 

Vhen I say “division” I should say that I also include gentlemen, 
not only combat troops but the housekeeping tr oops that go along with 
it. That is what you heard referred to as a division slice. [Deleted. ] 


The will be available for SHAPE. [Deleted.] 


CONSCRIPTION PERIOD 


Having reached their NATO commitment, they can disband or 
turn back to territorial use one of these divisions. ‘The conscript pe- 
riod, when we arrived there, was 12 months for the army. 
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Mr. O’Donocuve. Minimum. 

Colonel Burneti. Twelve months minimum. By that we mean the 
privates. The soldier got 12 months’ training; the noncoms, 16 
months; and the officers, 18 months. 

This spring they announced an increase of 16 months training for 
the basic soldier, and they are about to announce an extension to 20 
months of training for the basic soldier. That, we consider a great 
improvement over the 12 months? 

Eolonel Burneu. That is right. 

Admiral Jones. There is no official announcement of that. 

Senator Green. That is the result of legislation ? 

Colonel Burnetu. No, because the legislation was already on the 
books. They were permitted to give 24 months’ training. The act is 
still there so it was only an administrative or governmental decision 
aand the raise in pay for the extended training. General Eisenhower 
would rather have them receive 24 months of training. Perhaps some 
day they will go to that, but there is nothing in sight on that yet. 

As for the 20 months that the private soldier gets, the first 8 months 
will be in Holland where he gets his basic and unit training. The 
Jast 12 months will be in Germany. The Dutch are now negotiating 
with the British for training areas in Germany which they need 
badly for the larger unit maneuvers. We have no reason to believe 
that that negotiation will not be successful. [Delted.] 

After their 20 months of training, the units are placed on inactive 
duty as reserves which the Dutch expect to be able to call to active 
dffuty within 72 hours. The Dutch were timed very closely to the 
British before the war in their equipment and in their doctrines. 
Since the advent of the MDAP program they have leaned more toward 
the American system and in fact have adopted the United States doc- 
trine, United States Table of Organization and Equipment, and they 
hope eventually that they will be equipped 100 percent with United 
States type of equipment. [Deleted.] 


THE MDAP IN HOLLAND 


The combat vehicles and electronic equipment, as Mr. Hunter told 
you, will be taken care of by the Dutch themselves. It looks as though 
we still are going to have to help them as far as the antitank equip- 
ment ic concerned until some other source of manufacture within Eu- 
rope is set up. [Deleted. | 

As the admiral told you, we hope in 1952 program to get much 
more than that for the army. That program will give the Dutch 
their major items of equipment for the divisions which they will have 
in training or in reserve at that time. 

The Dutch will still have to provide for the minor equipment which 
we do not give them, equipment which they can procure or make in 
Holland, and which we feel they should do. On training, the Dutch 
have taken a great interest in the courses made available in Europe, 
EUCOM, and in the United States. In the MDAP training program 
for 1950 of about 1,600, the Dutch had over 500 in training. That was 
a very wise move, we think. It enabled them to get their own train- 
ing program started more promptly, and we can look for reductions 
in the training that we have to give the Dutch from this time on. 
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For example, the 1952 program for training proposed about 240 
less than that. 
That is all I have, gentlemen. 


DUTCH ATTITUDE TOWARD A EUROPEAN ARMY 


Senator Smiru. This question occurred to me. There has been 
talk about this European Army as distinguished from these country 
units. Are the Dutch thinking favorably in terms of that ? 

Colonel Burnett. The Dutch have reserved their position on that, 
Senator. They are serious at the conferences regarding a European 
army, but have taken no official position. 

Senator Smrrnu. What they are setting out is a home-defense force. 
But are they willing to have them go out of the country in case of 
all-out aggression and assignment by General Eisenhower as to the 
assignment of those divisions ? 

Colonel Burxevt. I would make it sang than that. Besides 
their own home-defense force, they are actually setting up more 
than they would have set up on their own to make them available to 
General Eisenhower. 

Senator Smiry. That is in the spirit of the European army, of 
course. That is all. 

Senator Green. Is there any chance of change in that position? 

Colonel Burne.n. I am sorry, but I don’t know, Senator, what 
you are trying to bring out. 

Senator Green. I mean as to joining the European army ? 

Colonel Burne yi. I don’t know why the Dutch are w aiting. 


Mr. Hunver. They want to see what the British are going to do 
in regard to it. 


DUTCH-GERMAN RELATIONSHIP 


Senator HickenLoorer. How do the Dutch feel about German 
resurgence, or the German Army / 

Colonel Burnett. Generally, I don't think that the Dutch like the 
Germans too well as a result of the last few years, but they are realis- 
tic and they realize that Western Europe has to have the Germans 
and are willing to see the Germans come into this. 

Mr. O’Donocuvr. They have supported that right along, Senator. 

Senator Guerre. You just made a statement with reference to 
their willingness to become part of an integrated army and then 
you spoke, and the other gentleman spoke, of the commitments of so 
many divisions. Is that a commitment to the European army / 


DUTCH COMMITMENTS TO NATO 


Colonel Burnett. No, sir. That is a commitment to the NATO. 
NATO has not yet taken over the European army idea. The Euro- 
pean army idea is the French suggestion, if you remember, to have 
a common army among the European countries with integr: ated com- 
mands. 

Senator Gitterre. Then are they willing to commit these to NATO? 

Colonel Burne.i. That is correct. 

Senator GritLerre. To carry out that purpose ¢ 
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Colonel Burne... That is correct. 

Senator Gitterre. I think that you also made reference to troops 
engaged in the Indonesian conflict. Are they mechanized / 

( ‘olonel Burne tt. They lack mechanized « equipment. 

Senator Giutterre. Mostly small arms equipment for small divisions, 
company detachments / 

Colonel Burnett. That is right. 

Senator Gitterre. What do they put in the field today in the way 
of a fully mechanized group? 

Colonel Burnett. Nothing, sir. We have sent them = tanks 
|Deleted.|| They have practically been bare as far as mechanized 
equipment is concerned, 

Senator Gitterre. How about the standardization of equipment ? 

Colonel Burneni. They have — the American or U ited 
States standards and would like. as I s: y, to have 100 percent United 
States equipment. 

Senator Gitterre. Do they have any reserve ammunition that could 
be used as standardized ammunition ? 

Colonel Burnett. They cannot use the ammunition which the 
British have produced for them because it is a different standard, but 
they are manufacturing ammunition in a small way. They have a 


small ammunition arsenal there and are at present trying to manu 


facture enough ammunition to take care of their training needs. We 
hope to increase that production considerably and in the near future. 
At present, though, that is their capacity. 


NAVAL CONSTRUCTION 


Senator Giutterre. My last question is cirected to Admiral Jones. 

With reference to naval construction in which they have. engaged, 
it would have been carried through in any event without those can- 
cellations of contract that you suggested would be of a heavy loss; 
but, in estimating your relation of the military expenditures to the 
budget, that committed construction is figure; is it not / 

Admiral Jones. Yes, sir. 

Senator GREEN. I thank you very much, gentlemen. 

Mr. O*Donocuve. Thank you, Mr. Chairman, for your courtesy. 

Senator Green. The committee is adjourned. 

(Whereupon, at 12:25 p.m., Saturday, July 21, 1951, the 


committee 
was adjourned. ) 
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United States Army liaison officer, SHAPE. 


STATEMENT BY GEN. ALFRED M. GRUENTHER, CHIEF OF STAFF, 
SUPREME HEADQUARTERS, ALLIED POWERS, EUROPE 


General GRUENTHER. Senator Green, gentlemen, our plan this morn- 
ing is to give you in condensed form some of the things which we 
think you want to know. We will summarize some of the data which 
has already been given to you in the other places you visited so you 
may get an over-all picture. We will also try to answer certain 
questions which we rliieaanl are in your minds, Any time you have 
a question, please feel free to interrupt me. 


INCREASE IN CONSCRIPTION PERIODS 


The first thing we are going to talk about is the increase in the pres- 
ent conscription period in European NATO countries over what it 
was a year ago. For example, the Belgians have increased their con- 
scription period from 12 months to 24. The increases in some of the 
other countries have been rather small. However, there have been in- 
creases in all of the countries except Portugal. Now, these increases 
are encouraging signs which we consider to be very important because, 
in trying to get the forces which have been allocated to General 

Disenhower in an effective condition, the length of the conscription 
period is a very important factor. We have no universal rule except, 
generally speaking, we feel that 24 months is approximately the right 
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period. But I would like to show that there is even an exception to 
that. Norway, for instance, has gone, within the last year, from an 
s-month to a 12-month conscription period. Now, the Norwegian 
terrain is broken terrain, and probably any ground fighting that takes 
place there will take place in small packages with a hedgehog type 
dlefeaais being used. Hence, they might not need a 24- month period, 

| Section deleted. | 

However, the significant thing is that increases in conscription 
periods are going on, and it is evidence of progress in the right direc- 
tion, although not completely sufficient in all cases. 


INCREASES IN MILITARY EXPENDITURES 


Now then, I would like to discuss military expenditure again 
emphasizing the increases which have taken place here in Europe. 
You will recall that Ambassador Katz told you that the military 
expenditures of our oe allies just prior to Korea were on an 
order of magnitude of $5 billion. Then, for the fiscal year 1951, 
military expenditures went up about a billion; and, for fiscal year 
1952, about 8.7 billion is planned. There are two figures that play 
a very important part in this whole picture; that is, the gross national 
product of Western Europe and of the United States. The estimated 
United States gross national product ($350 billion) is approximately 
three times the estimate of that for the combined countries of Western 
Europe and Canada ($125 billion), although the population of the 
European countries is 173 million as compared to United States popu- 
lation of 154 million. 

Senator Brewster. Do these figures represent matériel? Is it a 
fair comparison to say we are producing almost three times what the 
others are ¢ 

General GruentHer. Would you answer that, Ambassador Katz? 

Ambassador Karz. Those figures are the actual budgets. 

Senator Brewster. That is the gross national product 

General GruenTHER. He’s referring to the gross national product 
and wondering if that’s a fair comparison. 

Ambassador Karz. We think we have it on a comparable basis. 

Senator Brewster. That means we are producing three times what 
they are in regard to the same goods and matériel. 

Ambassador Karz. That’s about right. 

General Gruentuer. It points up, of course, again, this question 
of industrial potential and the very important position that the United 
States holds in this respect. [Section deleted. | 

Senator Smrryu. I mean, what I’m getting at is, how much of this 
information can we put in our report to the whole Senate. It would 
be very valuable for us to tell our colleagues on the committee. 

General GruentTHER. Well, sir, as to showing it to your colleagues, 
there’s no question about that; it’s completely available for you to 
show to them. We have people working with Mr. Wilcox in an en- 
deavor to declassify as much of the material we have given you here 
as is possible. On a thing like increases in military expenditures, there 
is nothing secret about that. 
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COMPARATIVE PRODUCTION COSTS AND OUTPUT 


Senator HickenLoorer. May I get this completely clear on the 
matter of the comparison of the gross national products: $125 billion 
for the other NATO nations as compared to $350 billion for the United 
States. I think what Senator Brewster was asking was whether or 
not a billion dollars spent in the United States will produce X number 
of guns, and a billion dollars spent in Britain will produce X plus Y 
our number of guns. Now is that developed on the theory that the 
expenditure of $350 billion in the United States will produce the same 
number of units as $125 billion expended in Europe ¢ 

General GruentrHer. 1 don't think it does, no, sir: but I would 
rather have Ambassador Katz take a crack at that. 

Senator Loper. General, can anybody tell what the price picture is 
going to be to the United States in the next 2 or 3 years? We are not 
controlling inflation—— 

General GruentrHer. From the standpoint of producing material 
over here, | have asked if material could be produced cheaper in 
Europe since labor is cheaper. When you consider the factor of our 
efficient production lines in the United States, howeve , it does not 
always follow that the product is going to be cheaper here just because 
European labor is just about one- third the cost of labor in the United 
States. But I had better have Ambassador Katz give you the answer. 

Ambassador Karz. Well, the answer to Senator Brewster's question 
is this: The $125 and the $350 billion figures are computations of 
the gross national product. In the case of Europe, we have given you 
the gross national product computed at the current exchange rate, so 
there was not an attempt to work out adjustments for variations in 
the price level. 

Senator Brewster. Well, then, it really doesn't follow. The only 
fair basis of comparison is how many things they produce here against 
how many things we produce in the United States. 

Ambassador Karz. To be absolutely accurate, that would be right. 
On the other hand, General Gruenther has just pointed out to you that 
if you start to adjust prices, there are a great many other things which 
are actually cheaper in the United States because of the different or- 
ganizations of American production. To make a complete adjust- 
ment of prices for all these countries is really an impossible task. 

Senator Hickentoorer. Well, I can realize the difficulty, and I am 
raising no objection one way or the other, except to clarify—— 

Senator Brewster. In the States, we alw: ays do that. That is, we 
reduce our own things to differentiate between actual production in 
physical terms and production in dollar value. 

Ambassador Karz. Yes; you can do that in a trend, in the same 
economic system. If the gross national product goes up 20 percent in 
dollar value for example, it may be that it has gone up only 10 percent 
in the physical output. 

Senator Hicken.oorer. For instance, I don’t know what the cost is. 

Say it cost $125 million or $100 million to equip a division in the 
United States, my query is, Will an equivalent amount spent in 
Kurope equip one division, or will it equip a division and a half / 
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Ambassador Karz. Senator, perhaps this is the way to answer the 
question: Would it follow from those gross national ‘product figures 
th at it is fair to expect the Europeans to be able to do roughly one- 

third of what the United States can do in terms of arms produc tion? 
The answer is that it would not necessarily follow that this would be 
the ratio. 

Senator Hickentoorer. I’ve been told by Europeans that when you 
talk about spending a billion dollars in the United States and spending 

$500 million in Europe, the Europeans feel that they are producing as 
many goods for the $500 million as the United States is producing 
with a billion dollars. 

General GruenTHER. That is true in some items sent here. They 
could probably make underwear, let us say, on a basis much more 
cheaply than we could in the U nited States; but when you talk about 
a product that requires the efficiency of the production line, then I 
think each item has to be evaluated separately. I make the statement 
because we have had the opportunity of talking with a good many 
American experts visiting France whose firms ‘have subsidiaries in 
Europe. For example, T was talking to one the other day and he 
tells me that his firm can make certain types of electrical equipment, 
for which they are tooled up, cheaper here than they can in the United 
States. However, they are not tooled up to produce very large quan- 
tities. Other things like jet engines, for example, can be made in the 
United States at this time for ‘considerably less because of the effici- 
ency of the United States methods. Now, what it would be 2 or 3 
years from now is another question. 


CARE AND MAINTENANCE OF SOLDIER'S EQUIPMENT 


Senator Brewster. Will you later on take up the question of the 
cost of the care and maintenance of the equipment of the soldier ? 

General GRUENTHER. No, sir; we will not. 

Senator Brewster. Well, to what extent does that enter the picture 
in comparison, anyway ¢ 

General GrueNTHER. Well, it’s an analysis that we have not made 
in this headquarters. I don’t know, General Handy, whether you 
have or not. 

General Hanpy. We have been working on that, but do not have 
the figures on it yet. 

Senator Brewster. We have asked that and have had some interest- 
ing replies. 

General Hanpy. Of course, on pay rates, we know that the Euro- 
pean armies are much lower than ours. But when you get into equip- 
ment, it’s another story. But in actual pay, and that sort of thing, 
their seale is considerably lower than ours. 

Senator Gituetre. General Gruenther, will you help me in my con- 
fusion on this percentage comparison of military expenditures? What 
do you mean by gross national product ¢ 

General GruENTHER (to Ambassador Katz). I think you can 
give them a more accurate definition on that than I can. 

Ambassador Karz. Well, the gross national product is the sum 
total of national goods and services produced in the country expressed 
in terms of its own currency, and then converted into dollars. 
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Senator Gitterte. Is it the gross national income? Is that what 
you mean? 

Ambassador Karz. In plain terms, the answer is “Yes.” Gross na- 
tional product is the sum total of goods and services actually available 
to the people of that country in the course of a year. Talking eco- 
nomically, there are technical differences in the wording. 


PR DUCTION COSTS OF MILITARY HARD ITEMS 


General GRUENTHER. Since we have gotten into the question of pro- 
duction, here are some figures which deal with military production 
expenditures and so-called military hard items. The plans of Euro- 
pean NATO countries for next year, for fiscal year 1952, call for nearly 
doubling their military production. |Deleted.| | Now consider hard- 
goods production in the United States and in the other NATO coun- 
tries on a per capita basis. In terms of a per capita basis, the Euro- 
pean NATO countries produce $106 worth of all types hard goods 
per capita, of which $18, and $18 only, per capita is devoted to military 
hard goods. The rest of it is hard goods for civilian consumption. 

What is the picture in the United States? It is $360 per capita for 
hard goods production, of which $109 per capita is devoted to military 
hard goods production. So, the military hard goods output per 
‘apita in the United States, $109, of course, is more than the total 
yer capita output of all types of hard goods produced by the European 
NATO countries. Now that does not answer the question that you 
had, Senator Hickenlooper, because, if you could make twice as many 
things, as you have brought out, with that $18 then, of course the $18 
ought to go up to $36; but I don’t think anybody is able to tell you 
what the ratio is; there is no such simple ratio as that. In certain 
items it will, and in certain items, it won’t. But the moral to this— 
and one of the fundamental conditions we are struggling with here 
all of the time—is the lack of fat in these countries. With a popula- 
tion of 173 million and with the available resources, you could prob- 
ably develop an industrialized production line very much as you have 
in the United States if certain conditions existed. But they do not 
exist. How soon they are going to exist is anybody's guess. 


COMPARATIVE STANDARDS OF LIVING 


Moving again to this subject of a lack of fat, which of course, has to 
do with the standard of living, let us assume for example, that the 
Italian would have one unit of food in his breadbasket after an hours 
labor. For the same length of work time, the Frenchman would have 
1.3 units. In the United States, the worker would have four units. 
Now that means, therefore, to reach the same standard of living in 
terms of food, the Italian worker would have to work four times as 
long on the average as the fellow in the United States. He is work- 
ing just as hard, and I believe he actually is, because I know of no 
worker who works any harder than an Italian peasant. Therefore, 
when it comes to the point where you are going to cut 20 percent off 
of that for military expenditures, you've got an economic problem and 
a psychological problem. 


87614—51——18 
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Senator Smiru. Why do we not include shelter and clothing in 
that compilation there ¢ 

General Gruentruer. I have gotten, actually, a figure or two on 
that for that one, Senator. Let’s consider how much labor is required 
to purchase a pound of butter. In Italy, the worker has to work 3 
hours and 20 minutes to purchase a pound, whereas, in the United 
States, he works only 34 minutes. Now, in the Soviet Union he works 
6 hours and 13 minutes for the same product. In the case of buying 
a pair of shoes, the Italian has to work 55 hours. By comparison it 
takes the fellow in the Soviet Union, 66 hours of work to buy a pair 
of shoes. Now, of course, with the dictatorship which exists there, 
Stalin is able to get the people to work the 66 hours. 

Next, let’s consider for a moment per capita income, and per capita 
taxes in certain NATO countries. Percentagewise, these run as fol- 
lows: The country which is paying most for taxes now per capita 
on the basis of income is France with 31 percent: the United King- 
dom next with 30 percent; the United States next with about 26 per- 
cent; then come the Dutch with just under 26 percent. 


EUROPEAN CONCEPT OF DEFENSE 


Now, you have asked, in various presentations that have been given 
to you, why is it that the Europeans have moved up so little, person- 
nelwise, as compared to what the United States has done. now, one 
of the important factors that we consider in answering this is, first 
of all, this economic problem, this production problem, that we have 
just been talking about—the equipment is not available now and has 
not been available for larger numbers than have been on active service. 
However, that is not the sole bottleneck; because, even if the equip- 
ment had been available, the question of budgets in the countries in- 
volved would probably have been a limiting factor; and thirdly, there's 
the pe ion of the European concept of defense. Our European allies 
are building, primarily, on a reserve army: a reserve armed force 
where the people will be in their houses until called and will actually 
have some of their aon right in their homes. Now the Germans 
at the start of the war in 1914 had 65 active divisions and they mo- 
bilized within 3 days up to 103 divisions. So you can see, their re- 
serve divisions were a very big factor. In 1939, Hitler had 55 divisions 
ready on the Ist of August, and by the 26th of August, he had 122 
divisions. [Section deleted. | 

Senator Lopcr. How long does it take, on the average, to get a 
National Guard division in the United States ready for combat ¢ 

General GRUENTHER. It may be as much as 9 months, or even more, 
Senator. [ Deleted. | 

Senator Lopér. The European reserves, being closer to the danger, 
they can get ready quicker? 

General GrcentHer. We hope they can. Thi: at is the system, Sen- 
ator. The Europeans have this arrangement: that the bulk of their 
oem will come into being when the danger occurs, and they will 
be able to move much more rapidly. Now, of course, the facts are 
that since 1945 the reserve training programs have not been good 
training programs, and one of the objectives that General Eisenhower 
has here is to pep those up. But, from the standpoint of why our 
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program went up, doubled, and their program has gone a very short 
way, they have these factors again: First of all, their system does 
not call for such large numbers on active duty; they've got the equip- 
ment business; and, probably just as important, the training. There is 
the question of adequate training cadres—the skilled none aimiaduaae 
officers so necessary to train these people. | Section deleted. | 


NUMBER OF DIVISIONS RELATED TO AVAILABILITY OF EQUIPMENT 


Senator Loner. General, isn’t it true that the extent to which you 
increase the number of divisions is directly related to the availability 
of the equipment? Isn’t that right? 

General GruentTueErR. And also to the action of the Congress. 

Senator Lopcr. As far as we in Congress are concerned, we 
to provide the cadres. We are to provide the equipment, 

General GRUENTHER, That is a fact. [Section deleted. | 

This question has arisen in the minds of some of you: “Well, 
it necessary to do that all at once?” You might ask, “*Would it be 
better to spread the sum proposed for fiscal vear 1lo2 over 2 years 
or 3 years?” From our standpoint, we do not think it would. We 
think it would be contrary to the security interests of the United 
States to spread this over. We think that the way to bring this cold 
war to a conclusion—or, at least, to a position where we are not at a 
constant disadvantage—is to build up as quickly as possible. Gen- 
eral Eisenhower hopes that. by being able to do that. he will get the 
Europeans on their feet ; and, especially from the standpoint of ground 
troops, they will be able to defend themselves, and that we can beg 
pulling U nited States divisions out. | Se ction deleted. | 

Senator Loner. L want to ask a question here: Now, do you mean 
that if all of the items that are now planned for the fiscal year 1952 
program are obtained by the end of 1952 we will have a manageable 
military situation over here, an orderly military situation / 

General Gruentruer. That’s right. 

| Section deleted. | 


OBTALNING AIR SUPERIORITY 


Senator SPARKMAN. I was following up Senator Lodge's que stion 
with reference to the air superiority which you said we might obt: un. 
Now, what I was asking, will the 1952 program bring us to the point 
where we would have that superiority in the air? 

General GruENTHER. No, sir. So, now then, you have asked, “How 
long shall the program go on?” We don’t have the figures as to 
how long it shall go on. Our people here are not in possession of 
all the figures. They have eure that the program for next year- 
for 1953—is probably going to be a fairly sizable program. The 
order of magnitude PP cannes give you as well as other people can. 

Senator Loper. General, if you believe we should get tactical air 
superiority over here as oe as possible, why should not we in 
crease the amount over the amount the administration is asking for? 

General GruentTHuER. Of course, we 

Senator Lopce. Just step on it and gain the superiority and clean 
the situation up. 
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General GrurentueEr. Of course, we subscribed in principle to that 
thesis that the quicker we can do it, the better off we’re going to be. 
This program was based on the standpoint of figuring out how the 
Europeans were going to be able to get their forces in being, and on 
keeping the manpower situation in step with the equipment situa- 
tion. There are a couple of things that would have to be examined. 
One thing: You would have to be sure that your pilot training would 
keep step with your aircraft program; and I am not able to give you 
the figures on that yet. It bothers us, however, because pilot training 
is behind, and it is one of the things that we are trying to help the 
countries along on. But, in principle, we agree with your thesis. 

General Eisenhower’s contention here is that Western Europe must 
be able to defend itself; that the business of having a large number 
of United States ground forces in foreign countries over a long period 
of years is just not sound. Now, air power is another question. But 
that is his philosophy. And what we are trying to do during this 
deficit period until the European countries can come up is to give 
them every kind of boost we can, particularly in the form of ground 
divisions, which have great psychological effect. We hope- —and we 
believe it is more than a hope; it is an expectation—that they will be 
able to come up. But, bear in mind that there are a great many 
frustrations in between here and there which are going to be difficult. 


UNITED STATES LEADERSHIP 


I would like to say this in conclusion, gentlemen: I think your com- 
ing over here has been of great value. It has been of value to the 
countries, because it shows your interest in this matter, and it has 
been of very great value to us, here. We do not feel that we are neces- 
sarily doing a perfect job, and we'll be very glad to have you point 
out where we can be improved. But I think in the years to come that. 
a great amount of United States leadership is going to have to be 
exercised in connection with this whole problem of bringing these 
people up. Some things are bad—I spend most of my days dealing 
with frustrations. So, I don’t say to you that everything is sweet- 
ness and light. It’s just a very tough problem. If it were not tough, 
we would be able to do it with considerably less effort. But we be- 
lieve that the program will succeed, and we think that a very key part 
is the leadership that is going to have to be furnished by the United 
States. And your committee, I think, plays an extremely important 
part in that leadership. 

I am very delighted that you have been here, and I hope that you 
will give us now any suggestions you have on any action which you 
think we should take. I thank you. 

{Section deleted. ] 


UNITED STATES GROUND FORCES IN EUROPE 


Senator Smiru. Aren't all of our ground troops going to Germany 
as part of our military occupation of Germany ¢ We're not putting 
any ground troops in any of these other countries. 

General GruentHER. Correct. 





FOREIGN-AID PROGRAMS IN EUROPE 273 


Senator Samrrn. I think the Senators would all like to understand 
that, and I want to get it straight. 

General Gruentuer. We have no thought, no plan, secret or other- 
wise, except for putting additional forces in Germany right now. Not 
even any contemplation or speculation on putting them in any other 
place. 

A EUROPEAN ARMY 


Senator Smiru. Hi ave you gotten to the stage where you discuss the 
European army we've heard about? Are you doing anything on that? 

General Groentuer. Well, here’s the thing on that. General Eisen- 
hower has not been into the European army matter yet. We find that 
this is what is happening. The European nations who are having some 
»roblems in connection with this fee] that General Eisenhower should 
ay in on that. So, beginning Monday, we are going to participate as 
an observer in those European army discussions. As you know, there 
are some complications in it. One starts with the size of the unit, and 
there has been a certain amount of fear built up. And so, it is a ques- 
tion as to how you resolve, within the framework of that, this negotiat- 
ing to be done; mostly it should be done on a political basis. 

Senator Brewster. Does the present situation indicate the possi- 
bility of a satisfactory settlement ? 

Ambassador Bruce. The report of the conference on this problem 
was completed and agreed to last night, Senator. 

Senator Brewster. Is it correct that the French and the Germans 
are in substantial agreement ? 

Ambassador Bruce. They are in substantial agreement except for 
that portion of the report which requires a political decision. The 
members of the conference do not have the power to rule such a deci- 
sion and will have to refer it to their respective governments. 


STATEMENT BY GEN. DWIGHT D. EISENHOWER, SUPREME 
COMMANDER, SUPREME HEADQUARTERS, ALLIED POWERS, 
EUROPE 


General E1tsennower. Gentlemen, I hope, in my little portion of 
this program, I will not make you think I am disrespectful of the 
schedule you have kept for the last couple of weeks. I know where 
you have been and what you have done, and I am filled with admira- 
tion as well as horror, because I have had to do some of these things 
myself. I am going to try to get right to the hub of this business as 
I see it; from there on, if there is any prolongation of the meeting 
before you have a bit of lunch, it will be on your head. 


AMERICAN VIEWPOINT: ENLIGHTENED SELF-INTEREST 


I hope, as you have traveled around Europe, that you have remem- 
bered one thing which I tried to say very emphatic ally 2 weeks ago, 
and that is: Any American in Europe should be approaching this 
problem from the standpoint of what is best for America. Moreover, 
if we are going to achieve the unity among us that will match the 
unity, or overmatch the unity, that the Russian gets by a gun in the 
kidney, it is going to be through the realization by each government 
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and each person participating in this effect that is enlightened 
self-interest that brings us all into it. All these other countries must 
realize that they have got just as much at stake as we have—at least 
in quality—and, because of their more exposed positions, are more im- 
mediately subject to threat. [Section deleted. | 


IMPORTANCE OF EUROPE 


Kurope is one of the most important bastions in the security struc- 
ture of the free world. What we are trying to do is to get organized 
so that they will become a tremendous asset, rather than a de ficit, and 
so they will be a tremendous resource in this business of common 
defense. And, because of that, we are pouring into this region a very 
great amount of our productivity. We are diverting to this area 
things that could go into the building of roads, the bettering of 
schools, the purchase of more automobiles, and ever ything else in the 
United States. We are diverting great sums to make it possible to 
keep secure this corner of the world. If Western Europe falls, the 
present ratio with respect to the U.S. S. R would be very, very badly 
disarr: anged indeed. If it falls, we lose many contacts with the un- 
deve loped areas of the world from which we now draw the raw ma- 
terials we need. If these underveloped areas were to go, one by one, 
under the hands of the enemy, eventually, we would be standing alone 
as a sort of island of freedom surrounded by a hostile sea of commun- 
ism. If that becomes the case, the amounts that we are talking about 
today would be picayune. 


NO ACCEPTABLE ALTERNATIVE 


I will be delighted if, as you go around, you pull the things to pieces. 
For what reason’ The object of pulling it to pieces is to determine 
how good a job all of us—our ambassadors in normal posts; the am- 
bassadors running our ECA; people in charge of the MDAP pro- 
gram; people that are here representing the United States in this 
Allied force—are doing. Because, as I see it, the United States has 
no accept: able alternative to he ‘|ping these 175 million people protect 
themselves and, at the same time, this great bastion, this great critical 
area. Now, that is the problem st: ited in its simplest possible terms. 

When we ask what these countries are going to do, how much effort 
they are going to put out, what we are really asking is how successful 
have we been in making them appreciate and give the same value to 
freedom as we do? If they do, then they will work to protect their 
freedom: won't they? The next thing is: Have we succeeded in our 
leadership, in making them see that they must go ahead, that they 
must have courage, and that they must do the job right now. 


GET THE JOB DONE NOW 


When General Gruenther was talking about the need for urgency, 
he was highlighting the fact that the whole job is one more of morale, 
when you come down to it, than it is almost anything else. There has 
been here a great spirit of defeatism. They have been overrun. They 
did not like to pick up this burden for two reasons: One, because of 
the cost, and two, because of fear. Now, what American forces, 
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American help, and American leadership are doing here is to restore 
their confidence. The faster they regain their confidence, the faster 
they will do the job of defending themselves. In my opinion, the one 
thing that can break the U nited States and give us nothing in return 
is to drag this thing out. We must go to the limit of our productive 
capacity and of the power of Europe to absorb our military assist- 
ance, and get it done now. | Deleted. | 

If we cannot do this job within a reasonable length of time, it can- 
not be done. We are trying to restore hearts: we are trying to restore 
courage and confidence now, That is the only reason any of us have 
for being over here. If the whole galaxy of free pe Sm og 
Europe, ‘South America, J: ipan, the British Empire, the Middle East, 
Africa—can raise their own economies, their own standard of living, 
and their culture, and if all of them all see that self-interest forces 
us to cling together, in my opinion, it will not be long until the Com- 
munist system will begin to dry up and the threat will begin to disap 
pear. I say it will not be long, but it will be a measurable length of 
time, because some of us sitting here will not be here to see the day. 


EUROPE MUST HAVE DETERMINATION TO DEFEND ITSELF 


Now, your committee has to consider all kinds of things, and I 
know that you have gone into many, many situations, and that you 
have various ideas of the details through which our objectives should 
be accomplished. I think you should stress those veel pull out of the 
experts the answers to all the questions that are bothering you. But 
never let us lose sight of the fact that the self-interest of the United 
States dictates that we inspire in Europe the determination to defend 
itself. 

Now, that is the story as I see it and I am sure that there is ne 
American colleague of mine in all Europe that does not agree spe- 
cifically and emph: tically with those things. We have talked it over 
many, many times and we are here trying to do that. 1 think I will 
go no further and simply say now if you have anything you want to 
talk about, please bring it up and we will see what we can do toward 
answering your questions. 

Senator Wirry. When this thing comes up for evaluation in the 
Senate, would you say those words / 

General E1sennower. I will say those words any time, Senator 
Wiley, because I have no reason on earth for being over here and 
being back on active service other than my utter conviction of the 
truth of the thesis I have just outlined. I will say it any time that it 
would possibly be of help. 

Senator Wirey. I thing, General, that this seems to evaluate the 
situation of the United States. Even as I came over here, Senator 
George, who, as you know, is a very able American, and one who is 
evaluating our own economy, our own ability, and also undoubtedly 
the —— “ the American people, said that the amount proposed 
for fiscal year 1952 would have to be cut something around 2 billion 
or a billion oa a half dollars. Now, it was said this morning that a 
very critical result would follow such a cut. Therefore, it seems to 
me that it is a matter of getting expert judgment of the men who have 
lived with this thing, who sense the dangers, who sense what the anti- 
dote of the danger is, and who can express themselves. None can 
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express it better than yourself. I just raised that question with the 
thought in mind that those we have faith in and those we have chosen 
must lead our own people, too; not just the Europeans. That was 
why I asked that question. To me it is very important. 


DANGER IN SLOW ACTION 


General E1sennower. Well, sir, I repeat that I believe the sure way 
to drag it out and get half results for twice the cost is to make it a 
longer ¢ effort than it has to be. We should tell the people we are waudy 
ing ‘that we are going to give them all the assistance possible as quick 
as we can, and, after that, they are on their own. Otherwise, if we 
let this thing just drag on and drag on, we are not going to inspire 
either the maximum effort or the maximum confidence. r addition, 


we are not going to be ready by the time that there can conceivably 
be the extreme danger. This is the thing we should never forget: If 
we are going to do the thing, let us do it “quickly and get it done. 


GRASPING THE SITUATION 


Senator Witey. I don’t question that conclusion. But that is the 
same argument that we have had ever since VJ-day, you might say, 
and we have been contributing and contributing, and so we have got 
to have the answer to that now. Heretofore, it was a question of 
economic assistance and a question of rehabilitating our friends in 
Europe practically on the economic side only. We are now facing 
this dominating military totalitarianism of Russia. But the average 
mind does not grasp that thing. It has got to be clarified and it has 
got to be dynamically clarified. We are going to give 8 or 9 billion 
dollars now and 8 or 9 billion dollars next year and it is more in the 
nature, as I see it, of an insurance premium to maintain the peace. 
But some are saying that it does not mean anything. But you are 
saying, it seems to me, that it would be necessary to have it that way. 


COSTLY HALFWAY MEASURES 


Senator Loner. I just wanted to ask General Eisenhower a very im- 
portant question. Is it not true, if we continue to muddle along as we 
have been doing, with very expensive and very costly halfway meas- 
ures that are not enough to regain the initiative, that it would cost 
you a lot more than if you were to make a great big spread for a 
short period of time, thereby getting the advantage of the situation in 
military action which comes ‘through doing enough. Now, we have 
all the disadvantages of a big military program and none of the ad- 

vantages of regaining the intiativ e. 

General ErseNuower. Of course, Senator Lodge, I have subscribed 
wholeheartedly to the theory that you first had to establish economic 
rehabilitation over here in some way before even undertaking this 
military program. But it has, of course, cost the United States a 
terrific amount of cash without appreciable—let’s say visible—mili- 
tary strength deriving therefrom. We all know what constitutes mili- 
tary strength. It is the spiritual strength of a nation; it is its eco- 
nomic strength; and, finally, it is its military strength in being, or 
readily mobilizable. 
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But here is the curious thing we have. Now, in Russia; we have a 
very low order of spiritual strength, because it is there by force; it is 

a gun in the kidney. Next, the Soviets have a very low order of eco- 
nomic strength, but the do have an extraordinary amount in military 
strength in Pune, Ww heh alarms usnoend. Now, on our side, our total 
balance just completely overshadows that of the Russians. We have 
our tremendous economic resources and our great spiritual strength. 
We have got these great things, but we just haven't carried enough 
into our military strength, and the main reason is because of the very 
type of system we live under. It is so costly for us to build up our 
military strength. For example, we have to pay every man we get in 
competition with industry. We have never faced up to this problem 
in peacetime because the threat has not been there. Now, we are faced 
with a new kind of threat; and, Senator Lodge, you have stated the 
principle correctly for the soldier. Once you start, you should move 
quickly, and not drag on and on about it. 

And in the meantime, I myself place no limit on the strength. 


| Deleted. | 


NO. 1 PUBLIC ENEMY OF THE KREMLIN 


There is one thing I would like to mention before we have any 
thought of finishing this meeting. Once in a while, you get some 
concept of the worthwhileness of what you are doing by the reactions 
of your potential enemy. Now, I have been right proud in the last 
few months to find that I was not the No. 1 public enemy of the Krem- 
lin. Certainly I have come close to being No. 1, but the No. 1 public 


enemy in their propaganda has been NATO. They have fought and 
scrapped about NATO although they know just as well as you and 
I that we are trying to defend the peace. They have defiled it, and 
they have cursed it. They held meetings here for I do not know 
how many weeks—meetings that kept Mr. Jessup working away over 
here in the Rose Palac e—just trying to get NATO on the agenda for 

a four-power meeting. The very fact they hate it so much and are 
sania it so bitterly is some indication of what they think about its 
value when it becomes successful. [Section deleted. | 


STRATEGIC IMPORTANCE OF THE MIDDLE EAST 


Senator Brewster. General, this is a subsidiary question. As you 
know, we have been down in Greece and Turkey. Moving a little 
from your immediate responsibility, what are we going to ‘do about 
the Middle East ? 

General EisenHowER. Well, of course, so far as the sheer value of 
territory is concerned, there is no more strategically important area 
in the world than theMiddle East, the so-called land bridge to Africa 
and Asia. This area is tremendously important in terms of what it 
could contribute for our whole effort. [Section deleted. | 

We should use our resources, our power, our organizational ability 
and, above all, our leadership down there to get some kind of an 
organization that would allow them to go in with us. 

Senator Smiru. They are very anxious to join, I think. 
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General Etsennower. I have had many conversations with differ- 
ent people about Turkey over the years and I have always maintained 
fairly close contact with them. T think the ‘Vv are a gr’ und crowd, and 
I believe the »y would be a tremendous asset when we can get the prob- 
lem worked out. But Turkey is, of course, only part of the great 
Middle East problem. We should bring in the Arab world on our side. 


ORGANIZATIONAL SITUATION IN THE MEDITERRANEAN 


Senator Smirn. Haven't you also got an immediate organizational 
problem here in the Mediterranean / 

General Ersennower. Well, that is true. But after’all, that be- 
comes sort of a technical task—you might say that is a professional 
military job to work out, for which you havent got the same political 
problems. [Deleted.] I could work closely with whoever is in 
charge of that area 

Senator Smiru. I would agree with that. But I thought that pos- 
sibly there should be some sort of an immediate get-together down 
here, 

General Eisennower. That is right. That is just as I say. Gen- 
tlemen, remember this: I would not take sides in any way you organ- 
ize this thing over here as long as it is done practically and efficiently. 
I have no idea that it is just through some detail of organization that 
you are going to win the war, Wars are won by people jumping in, 
believing in something with all their hearts, and doing it right now. 
Now, however they organize it, you will probably find it sensible 
enough that we can go ‘along with it. But it is important to get the 
whole Middle East going along. | Deleted. | 


REVITALIZING EUROPEAN MORALE 


Senator McManon. General, every time I heard you speak, both 
back here 2 weeks ago and again today, you have emphasized the 
morale factor. Now, the other day in It: aly, a Communist newspaper- 
man came up to me and said, “Senator, I was talking to the cabinet 
minister in one of these European countries and he said when you get 
through with this rearmament business, there will be so much misery 
in Western Europe there will be nobody left but Communists to use 
the guns.” The point is that I think you will agree, we are going to 
have to watch ourselves to see that misery does not grow here because 
that would be the result. Don’t you think so? 

General Ersennower. I think so. There is no question. You can’t 
go in and pound the table and put every last cent you have got into 
guns when people are starving and children are crying at their 
mother’s feet. It just cannot be done. Br the fact is, of course, 
that any soldier who has taken the trouble to read even the highlights 
of his own professional history, will quote to you incident after inci- 
dent where men have seemingly pulled things out of the greatest 
depths of despair. Now, what you are really trying to do is produce 
a morale in Europe that insists upon a 50-hour week instead of a 36: 
that insists that we can do it. And you can. When you come right 
down to it, all that is necessary to win this struggle, is for Western 
Europe to think in terms, let’s say, of Verdun in 1916, to quit thinking 
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in terms of 1940, or for Britain to remember the high lights of 
history. That is all that is necessary. But now the question is: 
Has human nature got so useless, so used to having someone look out 
for it, that it will not roll up its sleeves and go at it like our people 
used to? When you come down to it, it is just what our forefathers 
did out in Kansas and the rest of the United States. You have just 
got to goto work. Massachusetts, and every State has its own history 
in this respect, and that just what they had to do. 


REBIRTH OF CONFIDENCE 


Senator McMauon. The Communists in Italy have been insisting 
to us that they have some 23 percent in France and a large number in 
Italy. But we have been told that they are not what might be called 
hard-core Communists 

General Eisennower. Well, of course, I see the same peop le that 
you have seen. But let me tell vou just what happened to me the 
other day. I had a long talk with an American businessman who 
has been doing business in France for many years, and who had not 
been here in about 6 months. He told me how his French business 
acquaintances are planning to make additional investments. What 
startled him the most was the story he learned from a banker friend 
here. This French businessman came into the bank and said, “Look, 
I need some additional capital as Lam going to expand. Shall I sell 
my securities and other French holdings or shall I sell my gold?” 
My American friend told me, “I don’t know what the answer was, but 
the very fact that a French businessman today would even ask such 
a question is revolutionary. Why a year ago, you would never have 
dreamed of a man selling his gold. That was the last thing he would 
have asked about.” Finally, and he told me the heads of—well, I 
don’t remember the names, but many of his business associates are 
planning to start a program to raise wages. Now, he cited the example 
of the businessman who was thinking about selling his gold, and the 
others who planned to raise wages as evidence of a rebirth in confi- 
dence. It is encouraging when you find among these businessmen 
a growing feeling of confidence as well as an increasing social con- 
sclousness. 

| Section deleted. | 


DISCOURAGING DIVISIVE FACTORS 


Senator Gitterre. General, 1 just want to say two or three things. 
I am one member of this group who is going back somewhat depressed 
and somewhat discouraged, not because of any lack of effectiveness on 
the part of military and civil agencies we have over here, but un- 
doubtedly because of the great complexity of the stupendous tasks 
which you have outlined to us. First, as you suggested, the transfor 
mation of a shattered economy, of a completely shattered economy, 
attempting to transform it not only from the area of rehabilitation, 
but far beyond that and into the field of supporting a huge military 
machine. To do that there must be a strong cement that is cohesive 
enough and strong enough to hold these people together because the 
cement of fear, as you have suggested over and over again, is not 
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strong enough alone and fear must be displaced by confidence. You 
have accomplished a great deal in that direction. But in every coun- 
try that we have visited when there has been discussion of the cohesive- 
ness, the coordinated effort, or the uncoordinated effort, invariably 
reference is made to the divisive factors. And, you will pardon me 
for saying this, but it has seemed to me that such confidence as has 
been restored and that has replaced depression and discouragement 
is 40 percent Eisenhower. We have to find a stronger cohesive force 
than General Eisenhower over here in order to find the cement that 
will hold together this area of cooperative effort. I know that we are 
with you and we do not need to sell this to America. I am convinced 
of that. But I am discouraged as I said before, by the complexity of 
the task before us and feel we must find some cement of confidence 
that is something stronger than confidence in one man, even if that 
man is General Eisenhower. 


FACE UP TO THE WORLD IN OUR TIME 


General E1rsennower. Now, I will tell you, Senator, I am going to 
be very blunt about this. You have to find your own reasons ; for not 
being discouraged and find a way for defeating your discouragement, 
because you are a part of the high command of America. This com- 
mittee right here is one of the most important bodies today in the 
whole United States because you are going back and on your influence, 
very grave decisions are going to be made, decisions that are going to 
affect us all and certainly everybody that comes after us. We get dis- 
couraged—General Gruenther showed you some charts pointing out 
areas where we are struggling to get certain things done and they go 
slowly. When I go to see these people in their own countries, I have 
had men so moved that tears would stream down their faces. They 
would say, “General, what do you want me to do?” Of course, these 
things are discouraging but the answer is, What do we do if we don’t 
do this? Of course, each of us has his moments of discouragement. 
But is there anyone who has ever carried any responsibility who 
has not on many occasions during his life, or at least once in his life, 
said, “Is it all worth while? I better drop it and go to Tahiti.” But 
we cannot goto Tahiti. There is no Tahiti left to goto. They have 
radios and televisions there too. You just can’t go there, so we have 
just got to face up to the world in our time. That is all there is to 
it. I repeat over and over again, none of us likes any part of this. 
We had rather go back to the good old days when you were following a 
plow down a row and feeling the warm earth on your toes. Of course, 
we would, but we cannot do it. Now, we have our problems to meet. 
And I am not going to say that you do not have your discouragement. 
Of course, you do. There is no question all the way around the line. 
You go and you see people and they show you how they are living 
and why they haven’t got this, and their war destruction. What we 
are trying to build up is a sense of confidence which will overcome 
these things. 

[Section deleted. ] 
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THE SPIRIT TO FIGHT TO DEFEND NATO IDEALS 


Senator Green. General, I just wanted to have a word because I 
come back encouraged rather than discouraged by this trip. I thought 
that we were worse off than we are and I have found favorable changes 
in the last 6 months and in the last year, especially the hopefulness | of 
the people that would arouse their confidence in victory. I don’t think 
they are too confident but they are so much more hopeful of victory 
than they were when I was here last. The Greek people have told us 
sincerely that regardless of conditions there, they would meet the de- 
mand made on them, and they say their people are not only willing 
to fight to defend themselves, but that they will fight to defend these 
steahe There were similar expressions in all countries and I believe 
that the spirit is alive, that it needs to be cultivated more, and that 
with America’s help we can accomplish these things. But whether 
we help them or not, they are going to fight. 

General E1sennowEr. W ell, you know, Senator, the only reason 
that we have invented the word “leadership” is because there are great 
problems to be solved. The leader is the man who takes it on ‘him- 
self or the nation that takes it on itself to bear the responsibility of 
getting these problems done; of getting the people together behind 
them. You said you do not see much confidence, but you saw hope. 
One of the things’ we have to do is to find a way of building confidence 
in the leaders here because the people who would rather follow than 
take on themselves the burden of leading need to see confidence. A 
soldier will fight like the devil if his lieutenant looks like he can win. 

Senator GrEEN. I believe that the thing can be done but I just want- 
ed to say that their confidence is building up. 

General Eisennower. I want to agree e wholehe: artedly with Senator 
Gillette. There is nothing easy about this thing. But we make prog- 
ress; we are on the road and our job is not as hard as some that these 
same countries have faced before. Well, take our own history, just 
go back to Valley Forge and think what those men must have felt. 
Well, we have our own Vv alley Forge in our own time. Even though 
we are warm, well fed, and with ood clothes, we still have our V alley 
Forge. That is the way I feel. I do not mean to be dramatic here 
and I am not trying to be or atorical. This thing is too close to where 
we are living to waste time in trying to talk about the details, the 
faults, and the values. 


CONSIDERING THE KREMLIN RELATIVE TO NATO PLANS 


Senator HickenLoorer. General, there may be no answer, and there 

is probably not any satisfa¢tory answer to this particular proposition I 
want to suggest. But our dastiven are to raise the morale of Western 
Europe, in order to get their strength up to a satisfactory point. Our 
intentions are undoubtedly as well known to the Kremlin as they are 
tous. There is no question about it. If we are successful, they will see 
our consolidation of effort being built up to the point where they may 
think we can successfully resist. Now I think it is a theory that has a 
lot of value or backing that the policy of the Kremlin, whether 

Marxism, communism, or otherwise, is to bide its time; that is, not to 
make too many false moves, to retreat if it encounters something hard, 
and to advance where they find soft spots. According to that, their 
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timetable will not call for their moving until they are assured of 
victory. That is a principle of their operations. If that is true, and 
they are not ready to move yet, then we may have sufficient time avail- 
able to assure victory. But there is another side of it, and that is the 
human side, since you have 14 men in the Kremlin who are human 
beings. Manifestly, if Western Europe gets strong enough to defend 
itself, it defeats for a long period of time, at least, the Communist 
objective that is No. 1. No. 2 is on the human side. Dictators have 
usually come to the point where they say, “We will either win now 
or we will destroy everything and go down with it.” Hitler had that 
philosophy and Mussolini had it. The theor y is that if this strength 
does approach a certain point, the human emotions in the Kremlin may 
cause them to disregard the otherwise plotting and careful theory of 
communism and lead them to precipit: i a war of desperation. They 
may say, “Well certainly in another year we can’t win but we have a 
chance to win now so we had better precipitate this thing. And even 
though we destroy communism we must attempt it now or see our 
selves destroyed.” It is that human element which may cause them 
to precipitate this thing at this point and try to gain victory even 
before their timetable would call for them to move. 

General E1sennower. Of course, Senator, these things are con- 
sidered by a staff in its planning, and normally such a staff is com- 
posed of both civilian and military men. You see, a military 
campaign is never planned any more just by a group of soldiers sit 
ting off in a dark room—there is always the civilian mind and activ 
ity to be brought into the picture. Now, in all of the possibilities 

hich you aoe up. there is one premise ‘and one assumption which 
you make that I sometimes wonder about. Here would be a very 
wonderful dine for us to know, almost the greatest piece of intel 
ligence that we could have: Are one 14 men still doctrinaires, are 
they still fanatical Communists, or have they come to the point in 
their love of power where they are using communism as a vehicle to 
perpetuate themselves / 

| Section deleted. | 

Senator Hickenvoorrer. That’s exactly the point. 

General Ersenniower. Now, if you knew that for sure, your plan- 
ning problems would be sy simpler. The true doctrinaire will 
mount the eross. He will bee to be crucified head downward. He 
will doanything. But the man whio is gambling every time he makes 
a move, that is gambling with the possibility of losing the power 
which means so much to him—well, you can play an entire ‘ly differ- 
ent game with him. And that would be important. There are all 
sorts of possibilities. But I do believe this: We have great values 
which we are trying to protect regardless of our enemies’ intentions. 
We must move intelligently and promptly and urgently to a goal. 
If we sit and try to adjust our actions and our calculations to what 
the Russian is going to do each month or each year, we are going to 
tear ourselves apart with dissension for the simple reason that each 
one of us here can have a guess that is just as good as anybody else’s 
It is certainly as good as mine as to exactly what they are going to do. 
Russia is still not fighting—they know there is no offensive strength 
here in Western Europe aimed at them, and that there is no power 
of invasion. I honestly believe that if you make Western Europe 





FOREIGN-AID PROGRAMS IN EUROPE 28 
strong enough, the Russians will just turn somewhere else where the 
picking is easier because they have got a whole world over to choose 
from. 

I-do not believe that we can hesitate in a well-thought-out positive 
program merely because of our calculations as to what some irrational 
people may clo. 

Senator HickeN.Loorer. Please do not misunderstand me. I was 
not suggesting that I think that either argument is for speed. 

General E1rsenrower. Well, I am on your side now. 

Senator HickeENLoorrer. If it is apathy on the o1 
on the other, it is poor politics on their part and speed 


FRENCH-GERMAN PROBLEM 


Senator Winey. General, can Task you a question / 

that when | listened to the British, to the French. and 

the trip—when I say the French, I mean the President of 

can say that I felt a little of the reaction that Senator Gillette felt. 
However, yesterday when we talked to Mr. Schuman, who comes fron 
asked ih) | tive 
possibility of Germany and France vetting together He said ves, 
that there was a good possibility. We talked about the Schuman plan 
and he Was very optimistic about that and said the Sehu ! plan 


ti pf 


} : } |. 
\lsace Lorraine and who speaks Crerinan, we 


Was just the opening phase, so to speak, of bring) ¢ togethe eve) 
politi ‘ally these different factions. We I. then I had i! eXpel 

ence yesterday afternoon. You know somethu yy adDO he MARA, 
Moral Rearmament Association. I went toa Moral Rearmament meet 


ing here in Paris yesterday. Asa matter of fact, 1 was asked to speak 
to the yroup, but before I spoke there were German representatives 
who spoke German and their words had to be translated into French. 


They were speaking to the French group, telling them to get rid of 


their great fears. That was a great inspiration to me, to see this 
going on and to witness this initiative. There were some 30 different 
nationalities represented at the meeting. They In ne n clitferent 
people—here was a labor organization man and her is this fellow 
from Germany telling him how they had gotten together over thei 
differences and telling how they could get rid of the fear of the French 
and that they were just brothers, and soon and so forth. Now, what do 
you see in the future as regards relations with Germany? Apparently, 
unless you get Germany in, you are going to find yourself in a pretty 
bad fix. 
A EUROPEAN ARMY 


General Eisenniower. Well, 1 will tell you. This is what I believe. 
I believe that—and this may be a bit on the naive side—but I believe 
that France and Germany are going to continue to grow closer and 
closer together. We see it all around. I cannot tell you for example, 
how many French generals I have heard say that with this French 
German problem solved we will have made a great step forward. 1 
think that the French and Germans really are ready to patch up many 
of the—let us say obstacles—that loom so big in the minds of the 
politicians. I believe in it this much—when I came over here, I dis 
liked the whole idea of a European army and I had enough troubles 
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without it. However, I have decided that it offers another chance for 
bringing another link in here, so I made up my mind to go into the 
thing with both feet. I told my colleagues this and I have sent to 
Washington and said, “I am in it, anything you want me to do I 
will try to do.” So I am going to try to help, and I realize that a lot 
of my professional associates are going to think that I am completely 
crazy, but I will tell you that joining Europe together is the key to 
this whole thing. And if you can help do it with a European army 
I am ready to put a lot of work in it. 

Senator Loner. General Eisenhower, not to change the subject, did 
you say anything about lunch ? 

General Eisennower. I did, indeed. Thank you very much for 
coming. 























for 
the 

to 
o I 
lot 
ely 
r to 
‘my 


did 


for 


UNITED STATES FOREIGN-AID PROGRAMS IN EUROPE 


JULY 1951 


SUBCOMMITTEE OF THE COMMITTEE ON 
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QveEstions AppREssED BY SENATOR LopcEr To GENERAL GRUENTHER 





Following are a series of questions addressed by Senator Lodge to 
General Gruenther, together with answers provided by General 
Gruenther : 

EVALUATING EUROPEAN MILITARY BUILD-UP 











Senator Loner. What amount of effort is going into the military 
build-up of the European countries and what has been the military 
progress in land, sea, and air forces?) What commitments and actual 
preparations for the future have been made ? 

General Gruentuer. In evaluating the effort that is being dis- 
played, four principal things must be examined: Governmental action 
deciding or programing the forces to be raised; budgetary action to 
finance new equipment and to support forces in being; action to bring 
manpower into service and provide training; initiation of production, 
procurement, and issue of needed equipment. To evaluate progress 
being made we must look at each of these to see what improvements 
have occurred and we must also look at the pay-off results—organized, 
effective, combat-ready forces in the field, 

The United States has been giving an acceleration to this whole 
process by providing four things: Moral leadership and support; 
technical advice, both industrial and military; economic aid necessary 
to enable these countries to make a full economic effort to rearm while 
maintaining a tolerable standard of living; and military end-item aid 
to provide screened deficiency items required to bring major combat 
units into being according to the planned time phasing. 

Utilizing the standards indicated above and evaluating the aggre- 
gate European effort as a whole, we obtain a picture about as follows: 

(a) In terms of military budgets, there has been an over-all increase 
of 75 percent. over the past year. These countries have now come 
up to 95 percent of the target figure they should, on the basis of pres- 
ent United States estimates of their economic capability try to meet: 
during the coming year, according to the preliminary targets pro- 
posed by the United States. 
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(6) In terms of length of conscription period, there has been an 
average increase of 35 percent since June a year ago. All countries 
except Portugal have increased their terms of service in the last year 
We regard 24 months as the figure that should normally be met. In 
Denmark and Norway their special military problems make possible 
shorter initial terms of service, with annual call-ups for refresher 
training. Over-all, as a weighted average, the European countries 
are at 77 percent of the 24 months figure. 

(c) In terms of munitions production, the information has been 
pretty hard to pin down, but it seems to indicate that there has been 
an increase of 70 percent over-all and that the present total target 
for the coming year is at about 80 percent of what our United St: ites 
agencies here would like to see the countries try to meet as a prelimi- 
nary objective for next year. 

(d) In terms of military units (for ex: umple, divisions) there has 
been an over-all increase in number of units and numbers of men 
assigned to such units of some 40 percent in the last year. Of course, 
many of the last formed of these are at low levels of training and 
equipment. This is what the MDAP aid is intended to help alleviate. 
In terms of numbers of formed units, disregarding present state of 
training and equipment, we are now at about one-half of what we 
would like to see under our defense plan in the forces that would be 
immediately available to meet an enemy attack. The present situa- 
tion is one in which the speed of shipment of military equipment to 
fill their screened deficiencies is one of the chief factors directly gov- 
erning the rate at which these formed units become combat effective. 

(e) In terms of the effectiveness of the military units, these have 
been doubled or trebled in their effectiveness. It is hard to say mathe- 
matically what remains to be done, but it is probably a fair state- 
ment that they are reaching one-half to two-thirds of the effective- 
ness we hope to see them attain through improved training, comple- 
tion of their equipping, et cetera. Here again the rate is directly de- 
pendent on the rate of delivery of equipment. 

(7) In terms of preparedne ss to command and employ the forces 
that have been brought into being effectively, it is safe to say that the 
organization of this headquarters and other elements of the com- 
mand, and the assignment of forces, have already increased the fight- 
ing potential of these units many-fold. We are well on our way to- 
ward further increases as we develop integrated and unified plans 
and command organizations. The command structure has been created 
and is now being developed. This includes the Commander in Chief, 
Allied Forces, Northern Europe (Admiral Brind) with his subordi- 
nate air, land and naval commands; a similar set-up in the South 
under Admiral Carney, with air, land and naval commands; and in 
the Center, a land Commander in Chief, General Juin, an air Com- 
mander in Chief, General Norstad, and a Naval Flag Officer, Admiral 
Jaujard. 

(7) In terms of over-all organization of the national military es- 
tablishments of the European countries for the administration, basie 
training and support of combat units and jor mobilization of addi- 
tional units, some improvements have been made, many more will be 
forthcoming. The Staff has as a major and continuing job that of 
advising and assisting the countries in this matter. W hen World 
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War II came to an end the military organization of many of the 
continental countries were at a state of prostration. Training had 
been interrupted, ministries disrupted and continuity lost. All had 
to be erected again. The process of overcoming these conditions is 
still continuing. 

(h) In terms of the more basic and more vital factors of morale, 
determination and courage to face the threat and the requirements 
it imposes, the feeling is that we have reached solid ground. The 
primary and indispensable improvements have been made. There 
is a will to go forward as fast as the difficult problems of money, man- 
power and equipment can be met. Although Communist influence and 
control have been cut down, however, there are still spots in certain 
civilian industries, ete. where problems of potential military serious- 
ness continue to exist. 

(7) In terms of the way the aid received to date has obosig wie it 
is ier that it has been used well. A substantial increase in fight- 
ing units and in their noeereee has already been the nau It 
is directly keyed to the creation in specific countries, with specific 
time- phasing, ‘of specific combat ous ready to take the field, required 
under our integrated plan for the defense of this area. 

(j) The foregoing could be summarized from a United States 
point of view in about this way. This area is vital to the United 
States for many strong reasons. We have a feasible program for 
building up its security, in military, economic and morale terms. We 
are making progress in this program; our investment carried out in 
these countries over the last 5 years has reached the point where it is 
paying off in organized military units, some already at a good level 
of training and effectiveness, others making real i improvement. There 
has been no alternative program found to date which appears to be 
able to provide adequate security for the United States. The Euro- 
pean build-up is an essential element in United States security and 
the aid program—in its basic terms—should be viewed in the same 
light. For every dollar provided under this program for equipment 
to help in the building up of E uropean forces, four or more dollars 
would have to be prov ided to build up United States forces having the 
same contribution to United States security in Europe. Deliberate 
study convinces us that the alternative uses of the equipment pro- 
gramed for Europe under the fiscal year 1952 re would involve 
equal or greater costs, greater risk s, and muc = 88 effectiveness in 
terms of contribution to United States defense in Europe; with the 
United States furnishing a much greater peesiontioin of the manpower 
and ultimately of the material. 


SOME ELEMENTS IN THE MILITARY PICTURE BY COUNTRIES 


. Belgium 


The Belgian program in military units is quite good and Belgium is 
rogressing well in the development of forces, both as to divisions in 
beige and as to divisions immediately mobilizable. Belgium plans to 
provide very substantially in terms of divisions to meet requirements 
of the defense plan. Term of service has been raised from 12 to 24 
months within the past year. Belgium increased its military expendi- 
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tures considerably since pre-Korea. Belgium probably has the cap- 
ability of making some additional military production effort. 


b. Denmark 


Denmark has a number of defense battalions in existence, with 
plans for expansion to defense regiments upon mobilization. A good 
deal is yet to be done in the way of organizing these small units into 
larger, more mobile formations. With a long neutral tradition and 
lack of experience in modern warfare and military organization, 
Denmark has a real task in Se veRDIEE the administration of its armed 
forces. Denmark contributes the Greenland bases to the NATO un- 
dertaking. Denmark has extended its conscription period from 10 
months to 11 months and has doubled its military budget since Korea. 
Denmark plans to make a good contribution to meet defense plan 
requirements. Denmark has relatively limited military production 
capabilities. 
ce. France 

France has now formed 10 divisions of which 5 are relatively new 
or at reduced strength and require further training before becoming 
fully combat effective. France has programed the largest country 
contribution in divisions to meet defense plan requirements. Con- 
scription period is now 18 months, an increase from 12 months pre- 
Korea. Military budget has increased materially since pre-Korea. 
France is undertaking military production on a substantial scale. 
Additional capacity exists but can only be brought into operation as 
rapidly as the financial problem is solved. The French economy, 
given the existing low standard of living of the French people, ap- 
pears to be carrying nearly a maximum load as of the present time. 
Anything more might result in defeating the real purpose—a strong 
France. By early 1951 the French had fee losses of over 29,000 
killed and a total of over 40,000 in killed, seriously wounded, and 
missing in stemming the drive of Communist aggression in Indo- 
china. Considering the amount of military effort of which France is 

capable without gravely damaging her economy, financial position 
aad already low standard of living, it appears that the effort cur- 
rently being made by France compares well with that being under- 
taken by the United States. 
d. Italy 

Italy has formed a good number of divisions or division equivalents, 
but same are at greatly reduced strength, scale of equipment, and effec- 
tiveness. Several, however, are between 70 and 100 percent of full 
strength. The treaty limits the number of personnel in the armed 
forces. Italy is programing a substantial contribution defense plan 
requirements. Italy has increased its conscription period from 12 to 
15 months during the past year. Military budget has materially in- 
creased since pre-Korea. This sacrifice is emphasized in the case of 
Italy because of an already low standard of living (about one-seventh 
of that of the United States). Military production has also increased 
between 1951 and 1952. Further increases are possible, since un- 
utilized capacity exists. However, aid in procuring raw materials 
will be required, together with a solution to the financial problem 
resulting from the fact that Italy’s military budget is already taxing 
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her economic capability. Italy has made good progress in removing 
communistie influence from important positions in the armed forces. 
General Eisenhower was greatly impressed in his visits to Italy with 
the spirit and determination displayed by the armed forces. 


Netherlands 

Netherlands is progressing methodically in the build-up of forces, 
with significant forces at the present time in being and immediately 
mobilizable. Netherlands has programed additional divisions to 
meet defense plan requirements. Conscription period has been raised 
to 16 months minimum, an increase from 12 months a year ago. The 
military budget of the Netherlands has been increased materially 
since pre-Korea. Military production has also increased and further 
increases appear to be possible. The build-up program of the Nether- 
lands is very systematically scheduled. The Netherlands is accom- 
plishing its expansion in a very tight financial situation. Control 
measures have been taken to limit consumption and restrict inflation. 
The standard of living in the Netherlands, as measured by gross na- 
tional product per capita, is about one-fourth that of the United 
States. 
{. Norway 

Norway maintains certain forces in being, and additional forces are 
mobilizable rapidly. Norway plans to provide additional forces to 
meet defense plan requirements. Length of conscription period has 
been increased from 8 to 12 months during the past year. Military 
budget has been substantially increased. ‘Norway has very limited 
capacity for military production; the financial problem is difficult 
because of the already low st: undard of living. Norway has a special 
military problem because of its small population and large rugged 
area to defend. A departure from the 8 ap desirable term of con- 
scription service can be considered in the case of Norway because of 
its special situation and compartmented terrain. 


g. Portugal 


Portugal is not a participant in General Eisenhower’s command, but 
is providing certain forces for NATO requirements. Portugal has 
continued its traditional military system providing a large body of 
home defense forces but few organized field units. Only very limited 
capacity for conversion to military production exists in Portugal. In- 
dustry is relatively small and the standards of living and financial 
resources relatively low. The period of conscription service has re- 
mained stable for the past year. 


h. United Kingdom 


The United Kingdom has provided a substantial contribution to 
General Eisenhower’s command and is programing additional divi- 
sions to meet defense plan requirements. Length of conscription pe- 
riod has been increased from 18 months a year ago to 24 months at 
the present time. Military budget has been considerably increased 
over the budget a year ago. The United Kingdom is currently en- 
gaged in a 3-year military program of roughly $13 billion. Military 
production is now at a relatively high rate. The British economy is 
fully extended as of the present time and the United Kingdom is prob- 
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ably undertaking approximately as great a military production and 
financial effort as would be in the NATO interest for them to attempt 
to program. Combat effectiveness is high and morale is good. Con- 
sidering the amount of effort of which the United Kingdom is capable 
without gravely damaging repercussions upon her economy, financial 
position and already austere standard of living, it appears that the 
effort currently being made by the United Kingdom compares well 
with that being undertaken by the United States. 


COMPARING NUMBERS OF UNITED STATES AND EUROPEAN GROUND FORCES 


Senator Longe. Some of our people at home are concerned over the 
apparent discrepancy between the fact that the United States has 
about doubled its ground forces in the past year, while European coun- 
tries have increased their ground forces only about 200,000. What 
comment do you have to make on this? 

General GRUENTHER. Our comment is, of course, that this situation 
is one we have no intention of accepting as a permanent relationship, 
but it must be recognized that one of the principal factors that have 
governed the rate of expansion of the European armed forces over 
the period in question has been availability of equipment. Our efforts 
here in fact are aimed precisely at improving upon this situation. A 
primary bottleneck over the past year, at the present time and for the 
next 2 or 3 years in the expansion of European forces is equipment. 
It is for exactly this reason—to regain a better balance between the 
manpower in uniform in the United States and the manpower in uni- 
form and in organized reserve units in Europe—that the military aid 
program is being conducted. 

You have heard General Eisenhower’s concept of the timing in- 
volved in this whole rearmament effort. Initially the United States 
is putting additional forces in Europe and is providing a rapid flow 
of major items of military equipment in large quantity in order to 
build up the confidence of the European people i in their ability to de- 
fend themselves, and in order to bring into existence at the earliest 
possible time the European units which will comprise the bulk of the 
defense forces. Once this European rearmament build-up has been 
accomplished, it should be possible to begin the phasing out of United 
States ground forces. Once the initial equipping of the European 
security forees has been accomplished there will be a sharp tapering 
off in the flow of United States military matériel to Europe. 

To the question, are we satisfied with the present situation in which 
European ground forces have increased 20 percent while the United 
States ground forces have doubled, the answer is, we certainly are not. 
We are devoting a great deal of our effort here to remedy this ratio. 
The program of United States military aid for fiscal year 1952 as 
now proposed has the same purpose. As things now stand, the rate 
at which expansion is possible is directly governed by the rate at which 
equipment can be delivered to the European armed forces. 


COMPARING INCREASES IN NUMBERS OF MEN ON ACTIVE DUTY 


Senator Lopér. What has been the increase in the number of men 
on active duty in uniform in all services in the European countries 
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over the past year and how does this compare with the expansion 
ace roanpbiahed by the United States? 

General Gruentuer. From June 1950 until June 1951 there was an 
over-all increase of about 15 percent in the manpower of NATO Eu- 
ropean countries in uniform. This represents an increase of 5 percent 
in the last 6 months of last year and an increase of 10 percent in the 
first 6 months of the present year. 

Considering only the “combat forces” segment of the total man- 
power in uniform, the increase is approximately 25 percent over-all, 
of which 8 percent occurred in the last 6 months of 1950 and 17 
percent in the first 6 months of 1951. 

Considering the number of men in regiments, brigades, and divi- 
sions of infantry and armored types (exclusive of supporting and 
logistical units) there has been an increase of 46 percent over-all, of 
which 5 percent occurred in the last 6 months of 1950 and 41 percent 
in the first 6 months of 1951. 

To make any kind of a comparison of European expansion with 
United States expansion over the past year the ratio of manpower 
in uniform to total population as well as the ratio of rearmament 
effort to total production of the countries concerned must be examined. 

In total populations the European NATO countries have approxi- 
mately 173,000,000 people as compared to 152,000,000 in the United 
States or 166,000,000 in the United States and Canada. In June 1950, 
the European NATO countries had approximately 1.1 percent of 
their population in uniform while the United States had just less than 
1 percent in uniform. During the year following the figure has risen 
to approximately 2.5 percent for the United States, while the figure 
in Europe has now reached 1.3 percent. It is understood that present 
planning calls for a leveling off of United States expansion at about 
the figure now reached. Total forces of European NATO countries 
under the present programing are scheduled to reach their leveling- 
off strength of men on active duty in uniform—roughly comparable 
to that of the United States—in several years. Concurrently a dou- 
bling of organized reserve forces will be accomplished, The greatest 
expansion—practically the complete expansion in terms of man- 
power—of United States forces came between June 1950 and the 
present time. The greatest expansion of European forces in any 
single year of the build-up program is being accomplished in the 
current calendar year; this expansion is quite substantial, 

In considering the rate at which additional peacetime forces can 
be mobilized, trained, and equipped, the financial capability and the 
available productive output of the countries concerned are of primary 
importance. While in terms of manpower the European NATO coun- 
tries have a total population between 10 and 15 percent larger than 
that of the United States, they have an aggregate production output 
which is estimated at less than one-third that of the United States for 
the year ending July 1, 1952. In the most important basic industries 
their aggregate production runs generally from one-sixth to one-half 
of that of the United States. The national productive systems upon 
which they may call in order to rearm, and to feed and clothe the per- 
sonnel in the expanding armed forces, provide, in the aggregate, only 
between one-third and one-fourth of the total annual output of goods 
and services per capita achieved in the United States. In considering 
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the rate at which it is possible to build up additional forces in Europe, 
the factor has a primary importance. This relatively low industrial 
potential constitutes a primary reason for providing the United States 
military equipment needed to help supply initial sets of equipment 
for the units now being created. Without this help in making the 
initial “capital investment” the present rapid program of expansion 
of European military manpower would not be possible. The amount 
of current United States hard-goods production in military items 
alone exceeds the total hard-goods production of all the European 
NATO countries together. The “margin” available for production of 
military equipment is thus quite small in relation to the industrial 
output of the United States. 

Because of the relatively meager industrial output in Western Eu- 
rope the Europeans have traditionally found it necessary to rely very 
heavily upon organized reserve units mobilizable in very short periods 
of time. At the present time and over the next few years while the 
European countries are building up the military forces they require, 
a build-up of reserve units will take place concurrently with the build- 
up of forces on active duty. Their concept has traditionally been to 
provide a “couverture force” which undertakes the initial defense 
operations to cover the mobilization of the main military forces. 

It is only in this way that these countries are able to develop forces 
of the size required while basing them on an industrial strength one- 
third that of the United States. 

To summarize, the United States, starting from a somewhat lower 
strength of manpower in uniform in June 1950, more than doubled 
its strength in a period of 1 year and is currently reaching a point 
where the expansion begins to level off. The European countries will 
achieve their expansion over a period of about several years. The 
current year is their period of most rapid expansion. The limited 
budgetary and production potential of the European countries re- 
stricts the rate at which they can expand, and creates the necessity 
for American end-item aid if their forces are to be expanded and 
equipped as rapidly as the world situation requires. The European 
forces are now planned to level off at a strength in manpower on 
active duty in uniform just slightly in excess of that contemplated 
for the United States but they will have, in addition, organized re- 
serve units providing large-scale additional organized military forces 
available prior to D 90 in the event hostilities should occur. — 

In considering whether the European effort has been “adequate” 
the soundest standard of judgment from a standpoint of United 
States interest is whether they have expanded at the maximum rate 
consistent with the maintenance of internal economic and political 
stability. In these terms, it must be said that the European effort as 
currently projected for the coming year is roughly at the level which 
it appears to be in the United States interest to propose. While some 
of the countries, notably the smaller countries, are below the desirable 
degree of effort, the larger countries, especially the United Kingdom, 
also France and Italy, are close to the effort which is reasonably to 
be expected of them during this period. i 
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ECONOMIC PROGRESS IN WESTERN EUROPE RELATIVE TO SECURITY 


Senator Lopcr. What economic progress has been achieved in the 
western European countries from a security standpoint / 

General GruentTuerR. So far as SHAPE is concerned we are at the 
present time evaluating economic progress in terms of the increases 
that are being made by ‘the various countries in milit: ary budgets and 
production for military purposes while maintaining a sound economic 
and financial position and avoiding any intolerable reductions in 
standards of living. 

First it must be pointed out, as Ambassador Katz indicated a week 
ago, that the European recovery program or Marshall plan in terms 
of its original objectives was substantially completed for practical 
purposes in February of this year. The European countries at that 
time had reached the situation contemplated by that program, and 
the orientation was shifted from recovery of economic strength to 
economic aid in support of security objectives. 

The aggregate military budgets of European NATO countries have 
increased : approximately 75 percent between a date just prior to Korea 
and the present time. Munitions production has increased approxi- 
mately 70 percent in the same period. Our current estimate is that 
total military budgets are fairly close to the level which is sound and 
wise for these countries to attempt to meet, and that their present pro- 
duction targets for the coming year are also at a fairly good per- 
centage of this level. We confidently expect that it will be possible 
for them to go higher next year and the year following. These in- 
increases, it should be noted, are being achieved without overtaxing the 
economies to a point where we are defeating our own ends. 


STRENGTH OF THE COMMUNIST MOVEMENT 


Senator Loner. Is the strength of the Communist movement in the 
western European NAT countries on the decline? 

General Gruentuer. Our information, from political agencies here, 
is that Communist strength has steadily declined in Western Europe 
in the last several years. The published official figures on the results 
of elections in most of the European NAT countries in the last few 
years bear out this observation. For example, the total strength 
of the Belgian Communist Party and sympathizers is now estim: ited 
at about 50,000 as compared with 100,000 in 1945. In Denmark the 
elections for the lower house show that the Communist vote declined 
from 6.8 percent in 1947 to 4.6 percent in 1950. A similarly favorable 
trend has been evident in Norway, Luxemburg, and the United King- 
dom. Portugal does not represent a problem in this respect. 

While the situation is not as favorable in Italy and to a lesser extent 
France, where the Communist vote is still too large, the actual strength 
of the Communist apparatus in both countries has been weakened be- 
cause the Communists: (1) have lost exclusive control over organized 
labor, (2) cannot cause large-scale political strikes, (3) have suffered 
some defections among the hardened militants, and (4) because the 
national police forces are much better equipped to deal with the Com- 
munists than they were several years ago. We cannot, however, be 
complacent about the situation in either of these countries where the 
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Communist Party, because of the very difficult economic position of 


large sectors of the population, benefits from large working class 
and protest votes. 


EFFECT OF CUTTING PROPOSED ARMS AID 


Senator Lover. What would be the effect of cutting the proposed 
arms aid for fiscal year 1952 in half, or stretching it out over a period 
of 2 years instead ‘of 1? 

General Gruentuer. In dollar value the fiscal year 1952 program 
for NATO countries is roughly equivalent to the sum of the fiscal 
year 1950 and fiscal year 19: 51—ine luding supplement—programs. 

According to information available to us, in terms of units, the 
earlier programs filled deficiencies to the extent of providing a certain 
number of divisions equipped in major items and an additional num- 
ber of divisions “partially equipped.” The fiscal year 1952 program 
is intended, in effect, to accomplish a doubling of these figures. 

In terms of divisions, the effect of cutting back to half would be 
to accept a reduction of approximately 25 percent in the total equiva- 
lent E uropean divisions now programed to be in existence at the end 
of 1952 

In air units, the situation is essentially the same. A cut of some 
25 percent in air units would be the result. 

Current information indicates that scheduled deliveries under the 
fiscal pans 1952 program would be such that a cutting in appropria- 
tions in fiscal year 1952, whether covered by contracting authority 
or not, would be reflected on pr actic ally a dollar-for-dollar basis, in 
a reduction of the effective organized Army, Air, and Naval Forces 
ready for combat and in training at the end of 1952 

Damaging as this cut-back would be, there is a vastly more critical 
impact to be anticipated. United States end-item aid for fiscal year 
1952 has been programed on the basis of country programs to build 
the forces required to meet their NATO commitments. A cut-back 
of the proportions indicated would interfere drastically with the pro- 
gramed build-up. Several countries have already indicated very 
great sensitivity to possibilities of cut-backs of this kind. The 
European countries do not have the strength and resilience which 
the United States possesses to tolerate sweeping fluctuations in pro- 
grams once established, to which their conscription and production 
efforts are geared. They cannot stand the “feast and famine” to which 
the United States is accustomed. A severe crisis in confidence and 
a severe handicapping if not actual under cutting of General Eisen- 
hower in the accomplishment of his mission with respect to inducing 
full efforts from these countries is the only consequence that can 
reasonably be expected. 

General Eisenhower has emphatically stated that any attempt to 
extend the period over which the program proposed for fiscal year 
1952 is to be carried out will be definitely prejudicial to our own 
security interests. It would likewise be prejudicial to our probable 
success in accomplishing the European build-up while avoiding the 
possibility of an indefinite continuation of requirements for aid. He 
favors a rapid build-up during the remainder of 1951-52. Under 
present plans this is the period of most rapid build-up of the Euro- 
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pean nations. His idea is to come in with United States aid while 
the countries are weak in order to give them strength, confidence, and 
determination to make major defense efforts on their own. Any 
spreading out or lengthening of the period of United States aid will 
defeat this objective and run the risk of an indefinite continuation 
of depe ndence upon the United States, extending beyond the period 
of “capital investment,” and a program which will tend to be in- 
definitely prolonged, rather than coming to a sharp tapering of? ™ 
approximately three more years. 


SLOWNESS OF MDAP SHIPMENTS 


Senator Lopge. Why have the MDAP shipments to date been si 
slow ¢ 

General Gruentruer. Full information on the subject is available 
only in Washington. However, from information received here from 
the Joint American Military Advisory Group’s headquarters in 
London, the indication is as follows: 

It was necessary to execute bilateral agreements with each of the 
countries scheduled to receive United States military assistance before 
any equipment could be turned over. The constitution of Military 
Assistance Advisory Groups was essential in order to carry out the 
intent and provisions of the law requiring that the recipient country 
be able to make proper use and give proper maintenance to United 
States military equipment. Much preparatory work was required 
before funds could be released and supply action initiated for the 
execution of the fiscal year 1950 program. 

The development of the Korean requirements depleted available 
stocks of surplus equipment, and necessitated a shift to new produe- 
tion in many cases. Such new production frequently involved sub- 
stantial lead times. No firm commitment to any NATO country for 
delivery of a major item has been unfulfilled because of the Korean 
situation, but there have been delays in delivery over what would 
otherwise have been possible. Although the outbreak of hostilities in 
Korea temporarily slowed delivery of MDAP equipment. the in- 
creased appropriations resulting from Korea and the subsequent 
increased tempo of production will in fact more than compensate for 
any delays. 

Most of the end items in the fiscal year 1951 program, as well as 
some in the fiscal year 1950 program have come and are coming from 
new production, and i include many major items having 18 to 24 month's 
production lead time. Pipelines are now filling and it is not antici- 
pated that there will be equivalent delays encountered for executing 
the subsequent programs. 


SHOULD ECONOMIC-AID PROGRAM BE CONTINUED 


Senator Loper. Do you consider that it is desirable and consistent 
with military objectives to continue an economic-aid program in 
Europe ¢ 

General GrurntueER. This is a question that falls directly into Am- 
bassador Katz’ field, but it also has a strong and immediate impact 
on the build-up of security forces. You have heard how we are em- 
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Communist Party, because of the very difficult economic position of 
large sectors of the population, benefits from large working class 
and protest votes. 


EFFECT OF CUTTING PROPOSED ARMS AID 


Senator Loner. What would be the effect of cutting the proposed 
arms aid for fiscal year 1952 in half, or stretching it out over a period 
of 2 years instead of 1? 

General Gruenruer. In dollar value the fiscal year 1952 program 
for NATO countries is roughly equivalent to the sum of the fiscal 
year 1950 and fiscal year 1! 5 1—including supplement—programs. 

According to information available to us, in terms of units, the 
earlier programs filled deficiencies to the extent of providing a certain 
number of divisions equipped in major items and an additional num- 
ber of divisions “partially equipped.” The fiscal year 1952 program 
is intended, in effect, to accomplish a doubling of these figures. 

In terms of divisions, the effect of cutting back to half would be 
to accept a reduction of approximately 25 percent in the total equiva- 
lent E uropean (divisions now programed to be in existence at the end 
of 1952 

In air units, the situation is essentially the same. A cut of some 
25 percent in air units would be the result. 

Current information indicates that scheduled deliveries under the 
fiscal year 1952 program would be such that a cutting in appropria- 
tions in fiscal year 1952, whether covered by contracting authority 
or not, would be reflected on practically a doll: w-for-dollar basis, in 
a reduction of the effective organized Army, Air, and Naval Forces 
ready for combat and in training at the end of 1952 

Damaging as this cut-back would be, there is a vastly more critical 
impact to be anticipated. United States end-item aid for fiscal year 
1952 has been programed on the basis of country programs to build 
the forces required to meet their NATO commitments. A cut-back 
of the proportions indicated would interfere drastically with the pro- 
gramed build-up. Several countries have already indicated very 
great sensitivity to possibilities of cut-backs of this kind. The 
Kuropean countries do not have the strength and resilience which 
the United States possesses to tolerate sweeping fluctuations in pro- 
grams once established, to which their conscription and production 
efforts are geared. They cannot stand the “feast and famine” to which 
the United States is accustomed. A severe crisis in confidence and 
a severe handicapping if not actual under cutting of General Eisen- 
hower in the accomplishment of his mission with respect to inducing 
full efforts from these countries is the only consequence that can 
reasonably be expected. 

General Eisenhower has emphatically stated that any attempt to 
extend the period over which the program proposed for fiscal year 
1952 is to be carried out will be definitely prejudicial to our own 
security interests. It would likewise be prejudicial to our probable 
success in accomplishing the European build-up while avoiding the 
possibility of an indefinite continuation of requirements for aid. He 
favors a rapid build-up during the remainder of 1951-52. Under 
present plans this is the period | of most rapid build-up of the Euro- 
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pean nations. His idea is to come in with United States aid while 
the countries are weak in order to give them strength, confidence, and 
determination to make major detense efforts on their own. Any 
spreading out or lengthening of the period of United States aid will 
defeat this objective and run the risk of an indefinite continuation 
of dependence upon the United States, extending beyond the period 
of “capital investment,” and a program which will tend to be in- 
definitely prolonged, rather than coming to a sharp tapering off ™ 
approximately three more years. 


SLOWNESS OF MDAP SHIPMENTS 


Senator Lopce. Why have the MDAP shipments to date been so 
slow / 

General GruentruerR. Full information on the subject is available 
only in Washington. However, from information received here from 
the Joint American Military Advisory Group’s headquarters in 
London, the indication is as follows : 

It was hecessary to execute bilateral agreements with each of the 
countries scheduled to receive United States military assistance before 
any equipment could be turned over. The constitution of Military 
Assistance Advisory Groups was essential in order to carry out the 
intent and provisions of the law requiring that the recipient country 
be able to make proper use and give proper maintenance to U nited 
States military equipment. Much preparatory work was required 
before funds could be released and supply action initiated for the 
execution of the fiscal year 1950 program. 

The development of the Korean requirements depleted available 
stocks of surplus equipment, and necessitated a shift to new produe- 
tion in many cases. Such new production frequently involved sub- 
stantial lead times. No firm commitment to any NATO country for 
delivery of a major item has been unfulfilled because of the Korean 
situation, but there have been delays in delivery over what would 
otherwise have been possible. Although the outbreak of hostilities in 
Korea temporarily slowed delivery of MDAP equipment, the in- 
creased appropriations resulting from Korea and the subsequent 
increased tempo of production will in fact more than compensate for 
any delays. 

Most of the end items in the fiscal year 1951 program, as well : 
some in the f fise ‘al year L950 program he ave come and are coming eet 
new production, and include many major items hav ing i to 24 month’s 
production lead time. Pipelines are now filling and it is not antici- 
pated that there will be equivalent delays eianibered for executing 
the subsequent programs. 


SHOULD ECONOMIC-AID PROGRAM BE CONTINUED 


Senator Loner. Do you consider that it is desirable and consistent 
with military objectives to continue an economic-aid program in 
Europe ¢ 

General Grugentuer. This is a question that f: alls directly into Am- 
bassador Katz’ field, but it also has a strong and immediate impact 
on the build-up of security forces. You have heard how we are em- 
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phasizing the importance of maximum military production while 
maintaining sound national economies and tolerable living standards, 

This question itself really falls into two parts: (a) Is economic 
strength in Europe necessary to the successful completion of the 
military program ; and (6) is United States economic aid necessary 
to the maintenance of this basic economic strength ? 

The answer to both questions must clearly be “Y es,” for this in- 
tensive build-up period in which we are now engaged. 

As Asthanaada? Katz has pointed out, W estern E urope has been 
under unrelenting attack from the Soviet Union ever since 1945. 
This attack has taken two forms, both of which have to be taken into 
account because they are mutually reinforcing. The first is the ex- 
ternal aggression—the actual potential movement of the Red army ; 
and the second is the internal aggression to which every one of the 
European countries has been steadily subjected since 1945. 

In Europe this aggression by the Soviet U nion up to the present 
time has taken all forms exce pt that of open invasion by Soviet armies 
or those of its satellites as in Korea. The Soviet has resorted to 
propaganda, attempts to capture labor unions, attempts to stop United 
States arms shipments, demonstrations, and the economic blockade 
of Berlin and even guerrilla warfare in Greece. Together with the 
threat of actual invasion, these actions have had as their sole pur- 
pose the undermining of the morale, and the will to live independently, 
of the European population. Reinforced by the existence of the 
mobilized Communist forces in Eastern Europe, they have tended 
to create an atmosphere of insecurity and uncertainty which in itself 
prevents the full realization of the economic potential of Western 
Europe. We must combat these Soviet offensives just as we combated 
the open agression in Korea. Our ultimate aim is to create the kind 
of economic strength which breeds such great confidence and security 
that the Soviet offensives cannot succeed. 

In evaluating this aspect of our job in Europe a realistic and re- 
sponsible United States observer would have to conclude that sufficient 
economic strength does not now exist to support the needs of the 
situation. Although European economic strength is now much greater 
than it was in, say 1947 (when Europe nearly succumbed to the internal 
aggression ), it is, nevertheless, not sufficient to carry unaided the whole 
burden of rearmament, and also permit continued resistance to the 
Soviet attack from within. In other words, United States objectives 
in Europe, including the European rearmament effort itself, require a 
continually stronger European economy, which the United States 
administration now proposed to provide in the form of direct military 
assistance as well as in the form of general economic aid. Theoreti- 
cally, it may seem that we could prov ride greater economic strength to 
Europe by enlarging our military aid program (thus reducing the 
European countries’ need to spend their own funds on rearmament), 
and reducing the economic aid program by an equivalent amount. 
This would not be the soundest way in the long run by which the 
United States could aid the European countries, nor would it be as 
economical for the United States as the combined military and eco- 
nomic aid program. The first and most direct use for economic aid 
is the provision of dollars to enable European countries to buy mate- 
rial and tools which they can use with their own labor and manage- 
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ment to make the military equipment which is needed. It is cheape 
to get such equipment this way than to provide it directly. Sustain. 
general economic aid makes it possible for us to assure the flow of those 
goods which are essential to the basic economic strength of Europe 
and which must come from the dollar area—food, petroleum products, 
metals, coal, and so forth. The standards which the administration 
has established for the provision of economic aid will make certain 
that it will be extended only where required to meet these basic needs. 


SPECIALIZATION OF NATIONS IN MANUFACTURED MILITARY ARTICLES 


Senator Loper. What progress is being made in European unity as 
regards specialization of nations on the manufacture of those military 
articles they can best make / 

General Gruentuer. A great deal of tedious and time-consuming 
preliminaries have been involved in this question but it is probably 
accurate to say that the bulk of this kind of effort, insofar as paper 
plans are concerned, is behind us. Standardization agreements, agree- 
bee for the setting up of technical agencies, agreements for the 
accumulation of data, and the actual ace ‘umulation of technical data 
have progressed now to a point where it is possible to begin to plan 
in terms of specific items of military matériel, specific quantities, spe- 
cific producers, and specific consumers. It would be misleading to 
assert that we have left the stage of paper progress. However, the 
papers are now dealing with specific and concrete questions, some 
examples of which are indicated below. 

There is, however, an overriding question which has to do with the 
financing of production by European countries for themselves and for 
other European countries. Budgets are, as previously indicated above, 
about as high as they can be pushed for the current calendar yea 
This is not much financial margin available for “cross procurement,” 
although some procurement of this type is developing, and production 
by the various countries for themselves is progressing at a relatively 
rapid rate. 

Mr. Batt recently reported to the European Coordinating Commit- 
tee that the following specific projects are now being wor ked out: 

(a) 105+ to 155-millimeter howitzers and their ammunition, medium 
tanks, light tanks, jeeps, and the 214- to 3-ton truck; the amount 
involved is quite substantial. 

(4) 120-millimeter mortars, rocket launchers, and recoilless rifles 
with their ammunition. 

(c) Shortages of machine tools for jet engine production with 
specific proposals relating to single-purpose tools. 

(d) Mine sweepers and escort vessels. 

(e) Spare parts, in particular for a limited number of major items 
in the categories of vehicles, electronics, artillery, and small arms. 


ROLE OF GERMANY IN EUROPEAN DEFENSE 


Senator Loner. Do you think that Germany should make a contribu- 
tion to European defense? Should Germany be permitted to rearm? 
General Gruenruer. You have previously heard General Eisen- 
hower’s views on this matter. He feels that a political foundation 
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acceptable both to the Germans and to the NATO countries is an 
essential preliminary in this question. There is no question, however, 
that the German potential is of the greatest military importance to a 
tinal solution of the Western European defense problem. 

United States authorities directly responsible in this matter have 
furnished us information and views as follows: The question of a 
German contribution to the defense of Western Europe has arisen for 
the same reasons that have caused the defense of Western Europe 
itself to become a problem. We are convinced that there is no realistic 
defense of Western Europe, including Western Germany, without 
some form of German participation, German participation in defense 
is a logical progression of steps to integrate Germany into the Western 
World. In view of the security guaranty which was given by the 
Foreign Ministers in September 1950 to the German Federal Chancelor 
it would be anomalous if the allies were called upon to defend Ger- 
many and at the same time deny the Germans the right to defend their 
own soil or participate in Western European defense. 

It follows from this that Germany should be permitted to rearm. 
This does not mean the creation of a new German national army or a 
new German general staff. It is significant in this connection that the 
majority of the German people, the Federal Government and Social 
Democratic Party support this principle. Although immediately 
after the war it was the unanimous policy of the Allies that Germ: iny 
should be disarmed, it was never the intention that there should be a 
disarmed Germany in a divided Europe. A neutralized Gesvinun 
could never exist as a vacuum in the middle of Europe. The presence 
of the Bereitschaften (paramilitary force) in the east zone of Germany 
under Soviet control, backed up by the Soviet satellite forces, presents 
a threat to the external security of Western Germany, which should be 
countered by the creation of German forces. It is not the intention, 
however, to permit Germany to establish an armed force which can 
lead once more to German aggression. We believe that the solution 
can be found under the general framework of the integration of 
Europe. Ina sense the German defense problem is part of this broader 
framework. Germany should be permitted to rearm within the frame- 
work of a European defense system and within the framework of 


NATO. 
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